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Trends in the Interrelationship of Polity 
and Economy in the United States 


By CHARLES T. GOODSELL 


STRUCTURAL FUNCTIONALISM as a conceptual framework for analyzing 
society has its advantages and shortcomings, its ebb and flow popularity, 
its enthusiasts and scornful critics, as is true of any intellectual grand 
design thus far formulated. Recognizing this fact and not wishing to 
make any final commitment to that or any other sociological appsoach, we 
have nevertheless based the following discussion on the assumption that 
functionalism can yield valuable insights into a subject as crucial and com- 
plex as the relation between polity and economy within a given society. 
This assumption has of course been made by others, yielding a number 
of useful interpretations.? Perhaps the most beneficial features of func- 
tionalism as a means of studying political economy are that it forces con- 
sideration within the context of the entire social system and helps in 
escaping some of the obstacles to clear thought by ideology. 

The task we have set here is to utilize functionalism in exploring trends 


1 See, for example, the special monograph of the American Academy of Political and 
Social Sciences, Fuactionalism in the Social Sciences: The Strength and Limits of Func- 
tionalism in Anthropolegy, Economics, Political Science, and Sociology (February, 1965). 


2 Talcort P ren cal Veit n S pker, Boon amy en 11 Society: A Study of the Integre- 
tion of Leonom und Sorig) The Y3 (Cle wi The Piece Press, £956); Smelser, Social 
Change in the Industrial Revolution: An Abeer of Theory to the Brilish Cotton In- 
dustry (Chicago: Unversity of Chicago Press, 1959); William C. Mitchell, The American 
Polity: A Serial an! Cultural Interpretation (New York: The Free Riess of Glencoe, 
1960); Roseci T. isa and John E. Turner, The Political Basis of Economic Deveek 
ment: An Feplatatio. ia Cam haratine Political Arralacic (Pressen D Ven Wo 
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in the interrelationship of polity and economy in the United States over 
approximately the last two decades. The verb “explore” is intentionally 
used. One reason is to make plain that the inquiry is (by necessity) 
selective; attention is given to a number of prominent federal public policy 
areas and the conclusions are based on this selected evidence. The word - 
“explore” is also appropriate in that two concepts are introduced to 
analyze these policy areas, “functional reinforcement” and “functional 
impairment.” The end product of the exploration is a tentative con- 
clusion suggesting that since World War II functional reinforcement has 
been increasingly important in the American political economy. 


I 
Functionalism and the Political Economy 

THE CONCEPTUAL BUILDING BLOCKS of the following analysis are essen- 
tially Parsonian. ‘Talcott Parsons’ four functional requisites or impera- 
tives—the ultimate “problems” that must be solved by any social system for 
it to survive and prosper—are: (1) pattern maintenance and tension man- 
agement, or maintaining system values and the draining of strain created 
by alienation from these values; (2) goal attainment, or reaching the 
fundamental goals set by the system for itself and in connection with the 
external environment; (3) adaptation, or providing facilities and resources 
from the material environment; and (4) integration, or coherent inter- 
relation and coordination of all systems components.* 

In Parsons’ formulation these four functional requisites apply not only 
to the whole social system but to the four “subsystems” within the whole 
as well: the polity, the economy, the integrative subsystem, and the pattern 
maintenance subsystem. ‘These parts contribute to the requisites in two 
ways. First, each makes specialized contributions to one requisite for the 
whole society. For example, the polity makes the central contribution 
to societal goal attainment by converting political input demands into 
atticulated, authorized societal goals and governmental programs of re- 
source mobilization, allocation, and management which effectuate the 
goals. The economy, for its part, contributes largely to adaptation by 
converting, through the production process, the inputs of available ma- 
terial and human resources and economic demands to outputs of produced 
and distributed goods and services. Secondly, each subsystem not only 

3 In presenting these elemental features of structural-functional theory I have relied 
heavily on Parsons and Smelser, op. cit.; Robert T. Hole, “A Proposed Structural-Func- 
tional Framework for Political Science,” Functionalism in the Social Sciences, op. cit., pp. 


84—110; and William C. Mitchell, Sociological Analysis and Politics: The Theories of 
Talcott Parsons (Englewood Cliffs: Prentice-Hall, 1967), pp. 58—65. 





Interrelationship of Polity and Economy in the United States 3 


makes a specialized contribution but contributes to the remaining three 
requisites at the societal level.To illustrate, the polity may contribute to: 
(1) adaptation by regulating economic activity so as to improve pro- 
ductivity rather than support inefficient productive methods; (2) in- 
tegration by long-range social and economic planning; and (3) tension 
management by attempting to lessen racial prejudice through education 
and legislation. Similarly, the economy may contribute to: (1) goal 
attainment by allocating resources in a manner more or less in accord 
with the goals of the society; (2) integration by providing communication 
and transportation services; and (3) tension management by providing 
gainful employment. 

What is particularly of concern in this article is not these largely‘ 
autonomous functional contributions by polity and economy—but rather 
contributions (and the lack of same) which are made by these two sub- 
systems in interrelationship. But before examining this matter we feel 
that a definitional point is in order. By “polity” we are not referring to 
“government,” and likewise by “economy” we are not confining ourselves 
to private productive units such as the business corporation. In the first 
place, the polity-economy distinction is analytical rather than concrete. 
It concerns the activities (system-relevant ones) of organizational units 
rather than units themselves. Individual units may, in fact, perform both 
as part of the polity and of the economy. An example would be the 
Federal Reserve banks, which are of the polity when they regulate the 
money supply and of the economy when they loan money to commercial 
banks. or other borrowers. In the second place, the polity-economy dis- 
tinction is not one of public versus private. This dichotomy concerns the 
identity of owners and is not functional. A government-owned hydro- 
electric plant, for example, is just as much a part of the “economy” as is 
an investor-owned plant. The New York Stock Exchange, although a 
private organization, performs as part of the polity in regulating much 
of the securities industry. 

Let us add, however, that in a capitalist-oriented political economy such 
as that of the United States, we are speaking of private “business” activity 
most of the time when we refer to the economy's functioning. At the 
same time, much of the polity’s activity is “governamental,” although 
nongovernmental institutions such as political parties and interest groups 
are also very much a part of the polity. 


4 Probably few functional contributions are entirely autonomous. The polity’s educa- 
tion programs, for inerance, depend cn tases pad by protuctive units in the cconowy. 
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Ii 
Functional Reinforcement and Impairment 
AN INTRIGUING, COMPLEX FEATURE of modern industrial society is the 
extent to which the functioning of the polity and economy intertwine. 

Our interest here is particularly with two fundamental categories of 
such interrelationship. One we call “functional reinforcement,” which 
occurs when an activity of one subsystem contributes assistance to the 
functioning of another. For example, taxes paid from wealth earned by 
production in the economy support goal attainment functioning by the 
polity, e.g., by financing pertinent governmental programs. The second 
category, “functional impairment,” is when the activity of one subsystem 
retards or restricts another subsystem’s functioning. To illustrate, taxes 
raised to a level considered “confiscatory” within the economy may, by 
creating an unfavorable investment climate (as perceived by capital- 
holders), retard investment. In this instance the polity would, by raising 
taxes, impair the economy’s contribution to adaptation. 

A complete exposition of this interrelationship between the polity and 
economy would contain sixteen possibilities: polity reinforcement of the 
economy in the latter’s contributions to each of the four requisites, polity 
impairment of the same, and the reverse of both for the economy’s impact 
on the polity. To show how this set of theoretical relationships could 
be reflected in the reality of a political economy such as that of the United 
States, Table 1 offers hypothetical yet feasible (and in many cases true!) 
examples of each. 

It must be recognized that reinforcement and impairment are often 
more complex than the outline suggests. First, the impacts may be 
multiple, that is, involve more than one functional requisite. Govern- 
ment support of research in rail transportation, for example, could rein- 
force the economy’s contribution to all four requisites: (1) adaptation, 
by increasing the productivity of transportation enterprise through faster 
trains; (2) goal attainment, by freeing resources through speeding goods 
to their destinations and hence shortening their nonproductive status while 
being shipped; (3) integration, by increasing the geographic reach of the 
railroad-served market; and (4) tension management, by making it pos- 
sible for vacationers to travel farther and to more satisfying places. 
Moreover, contributions may be reciprocal, in that a single interaction ‘rein- 
forces the same or different functions of both polity and economy. An 
example would be taxes that, at the same time, encourage economic growth 
and yield more revenue. In this instance goal attainment by both sub- 
systems is being reinforced. 


By the Polity 
‘of ihe ` conomy’s 
Cont: „ution to: 


By the Leconomy 
of the ‘olity’s 
Contr, ution to: 


(A) Adaptation 


(B) Goal Attainment 


(C) Integration 


(D) Tension Management 


(A) Adaptation 


(B) Goal Attainment 


(C) Integration 


(D) Tension Management 


TABLE 1. 


(I) Reinforcement 


Financing by the polity of scientific research 
which leads to productivity-increasing new 
technology. 


Subsidies for exploration of natural resources 
in short supply, the discovery of which would 
create needed mobilization resources. 


Establishment of a monetary and credit system 
facilitating exchange in a large and specialized 
commercial market. 


Wage and hour legislation which forces produc- 
tive enterprise to sacrifice some profits on be- 
half of acceptable treatment of workers. 


Maximum, immediate use within the economy 
of new technology generated by polity-financed 
research, 


Purchase of government bonds by nongovern- 
ment investors. 


Notification to central planners of anticipated 
capital expenditure by productive enterprise to 
assist economic planning. 

Subcontracting by productive enterprise in 
labor-surplus areas that the polity is attempt- 
ing to rehabilitate, 
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(II) Impairment 


Nationalized industries which become inefficient 
because of politicalization of management. 


Subsidies for exploration and stockpiling of 
minerals which are in surplus on the market, 
thus misallocating resources. 


State-sponsored cartels which introduce rigidi- 
ties in the market mechanism. 


Government in labor-shortage 


rather than labor-surplus areas. 


contracting 


Insistence by regulatory clients on subsidiza- 
tion of inefficient productive methods. 


Avoidable actions by productive enterprise 
that impair the nation’s international balance 
of payments position. 

Violation by sellers of uniform standards of 


weight and measure, thus lessening the effi- 
ciency of the market, 


Refusal by producers to adopt pollution-abate- 
ment procedures, the result of which is intoler- 
able smog. 
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But also reinforcement and impairment may coexist within the same 
relevant activity, and this situation represents another type of complication. 
The impact may constitute reinforcement in relation to one functional 
requisite but impairment vis-à-vis another. A good example of this 
conflicting effect is price control. Here the polity may reinforce the econ- 
omy’s contribution to tension management by lessening inflation but impair 
the economy's contribution to integration and goal attainment by allocating 
resources less efficiently than an unimpeded market would do. Such a 
two-way effect is also possible in relation to a single functional contribu- 
tion. A patent system, to illustrate, may at the same time reinforce the 
economy’s adaptative functioning by encouraging invention and hence 
productivity and impair the economy’s adaptation by establishing tem- 
porary monopolies in new technology that keep the technology from 
immediate use. In these cases an appraisal of reinforcement or im- 
pairment effects would depend on a net calculation. 

Finally, measurement of contributions is very difficult. They differ 
qualitatively, for one thing: an activity such as subsidization of mineral 
exploration may be only tangentially supportive to the economy whereas 
creation of the monetary system may be indispensable. Moreover, this 
degree of importance may change with time. During a depression con- 
tributions to tension management could be crucial, while in wartime con- 
tributions to goal attainment would be of preeminent importance. Also 
the general problem arises of knowing comprehensively the whole range 
of contributions taking place between two subsystems so as to be in a 
position to consider aggregate impacts. Only broad trends in shifts of 
impact are probably perceivable, and even then one runs a risk in making 
generalizations. 


Wy 
Trends in Public Policy 


THE FOLLOWING ANALYSIS takes this risk, however. Broad trends in 
polity-economy relationships in the United States have been sought for 
approximately the last two decades in six important areas of public policy, 
with particular reference to the federal government. 

1. Government Purchasing. One of the most striking postwar events 
in public policy has been the tremendous increase in federal purchases of 
goods and services from the private economy. In 1947 these purchases 
amounted to $3.1 billion; in 1966, $44.4 billion. As a proportion of 
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Gross National Product (GNP), federal purchases were 1.4 per cent in 
1947, 5.9 per cent in 1966.5 

A number of observations regarding this growth can be made within 
the framework of functional interrelationship. One is that by “con- 
tracting out” as heavily as it does, the federal government avoids a great 
expansion of its own public enterprise or “socialism.” In 1947 the 
income of federal government enterprise was 0.63 per cent of the GNP; 
in 1966 it was only 0.74 per cent.6 If government purchases had not 
been expanded as they were, attainment of postwar policy objectives would 
have increased federal enterprise perhaps to more than 6 per cent of the 
GNP, or over eightfold.” Although obviously one can only speculate as 
to the results of events that did mot happen, it is possible that substantial 
functional impairment could have resulted from this enormously expanded 
public enterprise but did not. In an economy infused with a private 
enterprise ideology where businessmen traditionally abhor “socialism,” an 
increase of federal enterprise on this scale could conceivably have impaired 
the business climate perceived by private investors to the extent of markedly 
lessening actual investment and hence the company’s contribution to goal 
attainment. Instead, however, the private capitalist was reassured that 
postwar policy goals would not threaten but would reaffirm his ideological 
biases and, moreover, would in themselves provide many profitable op- 
portunities to invest through government contracting. 

A second observation concerns the possibilities for functional impair- 
ment inherent in the contracting methods themselves. Some of these are 
capable of creating polity-induced impairment of the economy. When the 
cost-reimbursable contract is employed because of unknown costs, the 
contractor’s incentive to minimize costs and hence maximize productivity 
is lost (impairment of adaptation). The size, complexity, and “systems” 
nature of procurement orders may create a built-in bias in favor of 
large defense contractors and against smaller ones, which could have a 
deadening effect on competition in the defense industry (impairment of 
integration). Also a reverse flow of impairment is possible, 7.e., economy- 
induced impairment of the polity. The monopsonic situation whereby a 


5 From data in Department of Commerce, Office of Business Economics, The National 
Income and Product Accounts of the United States, 1929-1965 (1966), pp. 3, 53, and 
Survey of Current Business (July, 1967), pp. 13, 24. These figures do not include com- 
pensation of government employees and hence are much lower than what are officially 
called “purchase of goods and services.” The figures used here are approximately what the 
government actually purchases from the private economy. 

6 From data in ibid., 1966, p. 19, and ibid., 1967, p. 17. 


7 An extremely rough guess based on adding federal government enterprise and pur- 
chases as a per cent of GNP in 1966. 
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large defense contractor sells most of his product to the federal govern: 
ment, together with the political possibilities of a ‘‘military-industrial com- 
plex,” suggests at least a danger of impairment to the polity’s good attain- 
ment capacity, for example, in arms reduction. 

But several trends which are germane to these possible impairments have 
been running concurrently in defense contracting since 1961. First, as 
indicated in Table 2, an uneven but on the whole noticeable reduction in 
the proportion of cost-reimbursement contracts has occurred, Second, the 
concentration of procurement from the top one hundred contractors has 
gradually lessened and the share given to small business has risen (with a 
slight reversal of trend in 1967). Third, the aerospace industry, the most ` 
government-dependent industry in recent years, has reduced proportionately 
its military and space sales due to increased nongovernmental aerospace 
orders and a conscious effort by the aerospace companies to diversify. AH 
of these trends together do not mean that the functional impairments 
discussed above are being neutralized, but they do suggest a lessening. 
of the pressures that can create them. 


TABLE 2. Military Procurement and Aerospace Sales, 1961-19678 


1961 1962 1963 1964 1965 1966 1967 
Per Cent Military Procurement by 


Cost Reimbursement Contract 42.1 39.2 35.1 28.8 23.5 20.8 nja 


Per Cent Military Prime Contracts 
Awarded to Top 100 Contractors 74.2 723 73.9 73.4 68.9 63.8 65.5 


Per Cent Military Procurement 
Awarded to Small Business Firms 14.3 15.8 14.6 15.7 17.6 19.0 18.0 


Per Cent Aerospace Sales to Defense 
Department, NASA and AEC $0.6 81.8 83.5 81.8 76.9 75.3 73.4 


2. Government Support of Research, Participation by the federal gov- 
ernment in the nation’s scientific research and development effort is a 
second area in which trends are functionally significant. As is well 
known, in the past quarter-century a veritable revolution in the size and 
nature of America’s scientific effort has occurred. Whereas in 1941 the 


8 Years referred to are fiscal years, except for aerospace data which are on a calendar- 
year basis. Small business information for 1967 is based on first half of year only, and 
aerospace information for 1967 is estimated. Sources: Joint Economic Committee, Back- 
ground Materials on Economy in Government-—1967, p. 54; Office of the Secretary of 
Defense, “100 Companies and their Subsidiary Corporations Listed According to Net Value 
of Military Prime Contract Awards,” Nov. 17, 1966; Statistical Abstract of the United 
States, 1967, p. 255; Aerospace Industries Association of America, Aerospace News, Dec. 
21, 1967. 
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entire effort cost an estimated $900 million, the 1967 figure reached an 
estimated $23.8 billion. Concomitant with this exploding increase was a 
change in the federal government’s role. In 1941 private industry was 
supplying 57 per cent of the total research and development outlay with 
the federal government providing 41 per cent. But during World War II 
the federal share went up as high as 70 per cent, and after the war it never 
returned to less than 51 per cent. In recent years this proportion has con- 
tinued to grow, reaching 63 per cent in 1967 or almost two-thirds of the 
total.® 

The emergence of the federal government as the principal patron of 
science constitutes a major development in functional reinforcement. Re- 
search may be viewed as a productive activity and hence considered as 
within the economy. Increasingly the polity has supported this activity, 
both quantitatively and qualitatively. The quantitative element is an 
enormous expansion of the financial and manpower resources available 
for research, provided by the outpouring of federal funds. Qualitatively, a 
centralized direction to the flow of scientific discovery has been provided 
that did not exist before. Whereas previously most scientific advance was 
a product of (in addition to chance) the separate capabilities and decisions 
of individual researchers and research sponsors, today the polity centrally 
directs a great segment of it. The fields of supported research are, more- 
over, those designated by the polity as in accord with its own goals, such 
as nuclear weapons, space exploration, desalinization, air pollution, and 
interurban transit. In short, the economy’s technological contribution to 
the requisite of goal attainment in these various fields is not accidental or 
haphazardly spurred by market forces. Instead, it is centrally focused 
and greatly augmented by the polity’s massive mobilization of resources for 
deliberately chosen projects. In addition, other requisites are likely bene- 
fited to varying degrees. Certainly productivity (adaptation) is en- 
hanced by the resulting new technology. And advance in an area like 
the urban environment contributes to tension management. 

3. Antitrust Policy Regarding Mergers. Although in much of the 
antitrust field postwar events are not sufficiently patterned to form “trends,” 
one major, unquestionable line of development stands out. In the federal 
government's policies in regard to business mergers a movement has been 
under way of toughened legislation, enforcement, and court interpretation. 
The 1950 Celler-Kefauver amendment to the Clayton Act of 1914 ex- 
tended Section 7 to mergers of assets as well as stock and attempted to 


9 Statistical Abstract af the United States, 1960, p. 538; New York Times, Jan. 14, 
1968. 
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embrace vertical and conglomerate mergers as well as horizontal ones. 
In the fourteen years following this amendment the Department of Justice 
and the Federal Trade Commissioni initiated almost twice as many merger 
cases as in the entire previous history of the Clayton Act, increasing the 
annual average of new suits from 2.1 to 10.0. The average number of 
divestitures ordered by the federal courts each year grew from 0.6 (1914- 
1950) to 5.6 (1951—1964). The Supreme Court of the United States 
has moved increasingly to the position that almost any merger involving a 
large and successful company in an industry where mergers are common 
is illegal. ‘This seems to be the case regardless of the actual anticompeti- 
tive effects or the degree of competition remaining in the industry.” 

This change in antitrust policy is intriguing from the standpoint of 
functional interrelationships in that it may have resulted in reinforcement 
and impairment concurrently—/.e., the “conflicting” effect mentioned 
above. Reinforcement of the economy’s integrative contribution occurs to 
the extent that the tougher policy counteracts an apparent general trend 
toward economic concentration in this country, which in turn could be 
anti-integrative in the sense of retarding the effectiveness of the free 
market mechanism as a coordinating device in the economy. That 2 
trend toward concentration is operative is argued from such facts as a 
tripling of the annual merger rate in recent years and a substantial growth 
in the per cent of value added in manufacturing by the 200 largest firms.1* 

Yet ambiguity creeps into the situation when other data are taken into 
consideration. The traditional horizontal merger is decreasing in relative 
importance and the conglomerate merger is becoming more common.}% 
This means that when big companies merge today they are not as likely to 
acquire immediate competitors as they are to diversify. Diversification can 


10 Data compiled from Jesse W. Markham, “The New Antitrust Policy and Govern- 
ment-Business Relations,” April 7, 1965. 


11 Illustrative cases are Brown Shoe Company v. U.S., 370 U.S. 294 (1962), U.S. v. 
Continental Can Company, 378 U.S. 441 (1963), U.S. v. El Paso Natural Gas Company, 
376 U.S. 651 (1963), and U.S. v. Vows Grocery, 384 U.S. 270 (1966). In the last case 
a six-year-old merger of two grocery chains was forbidden even though the merged com- 
panies occupied only 7.5 per cent of the market (Los Angeles). 


12 The annual merger rate increased from 371 in 1948-1957 to 921 in 1961-1966. 
The per cent value added by manufacture by the 200 largest manufacturing companies 
increased from 30 in 1947 to 41 in 1963. Statistical Abstract of the United States, 1967, 
p. 498; Senate Committee on the Judiciary, Concentration Ratios in Manufacturing Indus- 
éry-~—1963, p. 2. 


13 Tn 1948-1953, 31.0 per cent of large manufacturing and mining acquisitions were 
horizontal, 10.3 per cent vertical, and 58.7 per cent were conglomerate. In 1960-1964 
the percentages were, respectively, 12.0, 17.0, 71.0. See statement of Willrad F. Mueller 
of the FTC in Werner Sichel, ed., Industrial Organization and Public Policy: Selected 
Readings (Boston: Houghton Mifflin, 1967), p. 127. 
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mean less competition if the new firm’s large size is used to dominate the 
entered market. But it can also mean more competition if a previously 
smaller company can compete effectively for the first time against giants 
that formerly controlled its market. Hence the more severe government 
policy on mergers may in some cases be reinforcing integration but in 
others impairing the achievement of greater integration. 

Also there is the possibility that present trends in antitrust may be 
impairing adaptation and goal attainment by emphasizing smallness (in 
business organization) for its own sake. Although again individual 
situations differ, economies of scale often do operate to increase produc- 
tivity. And some divestitures and thwarted mergers resulting from the 
more severe policy have probably lessened economic efficiency in certain 
instances (in automated banking, for example). 

4, Foreign Trade and Investment. ‘Trends in foreign trade and inter- 
national investment since the war involve what has been called “reciprocal” 
reinforcement by the polity and economy. 

This is particularly true in foreign trade, where two main trends are 
found. First, the general downward movement of tariffs begun in 1934 
was continued in the postwar period. Whereas in 1946 duties collected 
were in aggregate a fourth of the value of dutiable imports, during the 
1950’s and 1960's the ratio ranged around 12 per cent.1* Second, the 
federal government has become increasingly active in promoting exports. 
Although for decades the United States embassies had been supplying re- 
quested. commercial information, the National Export Expanston Drive 
begun in 1961 signaled the start of more aggressive efforts to interest 
businessmen in the export market, make contacts for them abroad through 
trade centers and fairs, and provide new programs of export credit in- 
surance and guarantees. 

Reciprocal reinforcement by the economy and polity can be seen in these 
trade expansion trends. On the one hand, increased world trading by the 
economy (partly but not entirely in response to government action) assists 
the polity in meeting its policy goals, such as strengthening the economies of 
allies and friendly neutrals, augmenting U.S. political leverage in these 
lands, and improving the balance of payments deficit. On the other hand, 
free-trade policies of the polity are partly responsible for enlarging the 
economy's adaptive and goal attainment functioning by expanding foreign 
markets, subjecting domestic industry to the stimulus of foreign competi- 
tion, and encouraging a more efficient allocation of resources in terms of 
the national economy’s relationship to the world economy. 
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As for international investment trends, reciprocal reinforcement is also 
found in one important component, long-term private investment in de- 
veloping areas. In less developed countries the U.S. Government stimu- 
lates private investment to a certain extent as a supplement and comple- 
ment to public investment, by such methods as subsidization of investment 
feasibility surveys, investment guarantees against political risk, and direct 
or indirect financial participation in individual projects. To the extent 
that these activities further economic development in the recipient coun- 
tries, the polity’s political aims of world stability are met. At the same 
time the private investors involved make profits and enter local pro- 
tected markets, thus leading to added income for the domestic economy. 

Yet in another aspect of international investment, that to Europe and 
most developed countries, we find not reciprocal reinforcement but rather 
a conflicting set of impacts. To improve the balance of payments and 
stem the gold outflow the government has taken a number of steps, in- 
cluding imposition of the Interest Equalization Tax, creation of voluntary 
restraint programs on direct and portfolio investment, and more recently 
mandatory controls on investments abroad by American corporations. 
These efforts thus retard rather than stimulate foreign investment. Func- 
tional conflict arises from this situation in that the polity is served in its 
balance of payments objectives but the economy is impaired from income- 
earning investments. The economy assists attainment of polity goals, but 
the polity impairs goal attainment by the economy in that our own society 
is denied some attainable wealth. 

5. Federal Tax Policy. As mentioned earlier, taxation may be looked 
upon, from the functional viewpoint, as reinforcement by the economy of 
the polity’s goal attainment. contribution. Taxation (for non-economic 
government activities) is a diversion of resources from the economy to 
the polity, for the latter’s use. Or, as was noted above, taxation may be 
functionally related in the opposite direction if tax rates are considered too 
high or progressive, thus lessening motivation to produce (impairment of 
the economy’s adaptative and goal attainment contributions). 

The argument here is that signs exist that in recent years the non- 
revenue aspects of federal taxation have increasingly brought about func- 
tional reinforcement rather than impairment. Although we do not have 
space to treat this subject in any detail, the point can be made by noting 
the principal fiscal actions directed toward managing the economy be- 
tween 1961 and 1968. ‘These included: (1) liberalized depreciation and 
investment credit for business (granted, suspended, and granted again), 
(2) massive, general income tax reduction for individuals and corpora- 
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tions, (3) excise tax reduction (and partial reimpositions), and (4) an 
effort by the Johnson Administration to secure an income tax surcharge. 
The common features here are: (1) All moves were tax changes rather 
than expenditure shifts. Spending now seems geared mainly to military 
and poverty wars, not economic conditions. (2) The actions were not 
calculated to redistribute income downward. To the extent that they were 
redistributionist the net direction was probably upward and on behalf of 
business. Motivation to produce was augmented, not retarded. (3) The 
actions did not reduce the government’s total “take” but actually increased 
it. This was a result of the increased rate of economic growth during 
the 1960’s and the concomitant rise in taxable income that had stemmed 
partly, at least, from the tax stimulation itself (also from the Vietnam war). 
Happily, the best of both worlds was attained—improved performance of 
the economy and more revenue for use by the polity. This is a perfect 
example of reciprocal reinforcement on behalf of goal attainment.15 

6. Government and Employment. A final policy area with identifiable, 
functionally pertinent trends is that of federal programs relating to em- 
ployment. In general we find an increasingly concerted effort by govern- 
ment to improve the national employment picture in several ways, and 
collectively these constitute expanded reinforcement by the polity of the 
economy's functioning. If the orientation of the programs were the soup 
kitchen and the relief check, this would not be true, since the polity would 
then be making a tension-management contribution directly without 
reference to the economy (except for taxes to finance the activity). 
But the emphasis of the growing federal programs serves to heighten the 
economy's own contribution to employment by planning for and adjusting 
employment opportunities within the economy itself. 

Of course, polity reinforcement of the economy’s employment behavior 
is nothing new. Public education and grants for vocational rehabilitation 
are longstanding illustrations. In recent years, however, there has been a 
growing emphasis upon explicit, long-range, microeconomic manpower 
planning. Centered in the Labor Department’s Manpower Administra- 
tion, but also distributed among other agencies, this new focus of federal 
activity has emerged from a realization that the nation is facing continuing 
and in some cases growing problems of regional and racial unemployment, 
of a mismatching in the composition of the job market and labor force, 
and of technological unemployment. 

The response, occurring in the 1960's but following trends established 


15 In addition, the liberalized depreciation and investment credit contribute to the 
productivity of the economy (adaptative function), since both encourage mew investment. 
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earlier, includes programs which reinforce the economy's contribution to 
all four societal requisites. Adaptation is affected by the new emphasis 
placed on vocational training in that it not only gives the unemployed a 
skill but increases the skill levels of employed workers, hence expanding 
their productivity. That the skills chosen for training curricula are geared 
to anticipated occupational shortages represents a functional contribution 
to efficient allocation of manpower resources, thus increasing the economy's 
output or contribution to goal attainment. The experiment in worker re- 
location conducted by the Manpower Administration since 1964 also does 
this, but in addition it involves a deliberate matching of workers and jobs. 
Hence it may be said to contribute to integration as well—that is, the 
efficiency of the manpower market. The longstanding placement efforts 
of the U.S. Employment Service fall into the same category. They also 
are being intensified under the manpower planning movement. 

Finally, of course, tension management is reinforced by almost any re- 
duction of unemployment that results from manpower programs. 


IV 
Summary and Conclusion 
TO SUMMARIZE THE FUNCTIONAL IMPLICATIONS of postwar trends in 
these six areas of federal public policy, we have employed a table of the 
type used at the beginning of the paper. Its cells contain the number 
of instances of various types of functional impact encountered in this 
analysis. (See Table 3.) 


TABLE 3. Postwar Trends in Six Areas of Federal Public Policy 


No, Instances of No. Instances of 

(I) Reinforcement (II) Impairment 
By the Polity (A) Adaptation 5 1 
of Economy’s (B) Goal Attainment 5 1 
Contribution to: (C) Integration 3 1 
(D) Tension Management 3 0 
By the Economy (A) Adaptation 0 0 
of the Polity’s (B) Goal Attainment 4 0 
Contribution to: (C) Integration 0 0 
(D) Tension Management 0 0 
Totals 20 3 


In short, whereas twenty instances of functional reinforcement! were 


16 Polity impacts of reinforcement are, using the numeral-letter code of the table: 
I. A., Adaptation. (1) Productivity on the part of government contractors has been 
encouraged by decreased use of cost-reimbursement contracts. (2) Federally financed 
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noted in the six areas of postwar federal policy, only three cases of impair- 
ment!” were found. 

Obviously, the conclusions that can be drawn from such analysis must 
be regarded as tentative and exploratory. No attempt has been made to 
compile a complete assessment of functional reinforcements and impair- 
ments and the potential for measurement of impacts is very limited. 

Yet the impression one acquires from examining these six policy areas 





scientific research has been involved in the development of productivity-increasing tech- 
nologies. (3) Lowered trade barriers have brought new foreign competition to some U.S. 
industries, forcing them to develop and invest in more efficient technology. (4) The 
investment credit and liberalized depreciation schedules have encouraged investment in new 
and more productive plant and equipment. (5) Manpower training programs have 
enhanced the skills and hence productivity of the work force. 
I. B., Goal Attainment. (1) Contracting out of the arms and space programs has avoided 
an expansion of “socialism” that might have damaged the business climate and hence 
willingness to invest private capital in the postwar economy (a negative contribution in the 
sense that impairment was avoided). (2) Federal focusing of the nation’s scientific 
research activities on areas of recognized need or desired objectives has increased the goal- 
attainment capacity of research. (3) The expansion of world trade and investment 
opportunities adds to the income-producing capacity of the economy. Also freer trade 
encourages the U.S. economy to assume a more economically efficient role in the world 
economy. (4) The “New Economics” has produced an unprecedented period of sustained 
economic growth since 1961, which has added greatly to national income available for 
goal attainment, (5) Improved matching of workers and jobs has also increased economic 
output. 
I. C., Integration. (1) Greater dispersion of military procurement awards and increased 
proportion of awards to smaller firms may lessen the anticompetitive effects of government 
contracting. (2) Tightened antitrust policy regarding mergers could have substantial 
pro-competitive effect on several sectors of the economy. (3) Manpower relocation and 
employment service programs add to the efficiency of the labor market. 
I. D., Tension Management. (1) Federally sponsored research may improve many citizens’ 
living environment in such aspects as air pollution and urban living. (2) Government 
programs of economic stabilization reduce inflation and unemployment and hence tension. 
(3) Government manpower programs lessening unemployment directly also reduce tensions. 

Economy impacts of reinforcement are: 
I. B., Goal Attainment. (1) A reduction in the concentration of military contract awards 
and a decreased proportion of aerospace sales to the Defense Department and National 
Aeronautics and Space Agency suggest a trend of lessened contractor dependence on 
government and hence a lessened need for contractors to resist downward revisions in arms 
and space budgets (i.e., lessened policy inflexibility because of the “military-industrial 
complex”). (2) Expanded international trade (primarily exports) assists polity objec- 
tives of improving the balance of payments and gaining political leverage abroad. (3) 
Expanded investment in developing countries may further the development of their 
economies, generally a polity objective. (4) Curtailment of investment in developed 
countries aids the balance of payments problem. 

17 Polity impacts of impairment are: 
II. A., Adaptation. (1) Antitrust policy regarding mergers may, by favoring small 
enterprise over large, have in certain cases produced the effect of undercutting the econo- 
mies of scale and the ability to invest in costly but productivity-increasing technology. 
II. B., Goal Attainment. (1) Government programs to reduce investment in developed 
countries removes the opportunity for earnings by the U.S. economy. 
II. C., Integration. (1) Antitrust attacks upon conglomerate mergers may, in certain 
instances, keep large firms from entering industries where oligopolies exist, enabling them 
to have a pro-competitive effect there. 
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from a structural-functional viewpoint is unmistakable. In recent years a 
strong tendency has apparently existed for increasing functional reinforce- 
ment in our political economy at the national level. This is particularly 
observable in terms of polity reinforcement of the economy's functioning,’ 

Is the American political economy therefore moving toward a higher 
level of what might be called total “integration” in its functional inter- 
relationships? That is the central question posed by this analysis. Follow- 
ing this question, one must inevitably ask, “Why?” As a society be- 
comes wealthier as ours has done, does it paradoxically attain the capacity 
to maintain itself more “efficiently,” or with fewer sacrifices and hence 
conflicts? Or is this simply evidence that a society is capable of ever- 
increasing escape from ideological or nationalistic rigidities which keep it 
from fashioning more “efficient” or “cooperative” institutions and struc- 
tures? Or, finally, does this evidence merely show that a society may 
profitably learn and accept useful social inventions—such as the govern- 
ment contract, research grant, investment guarantee, stimulative tax cut, 
and worker relocation—which collectively permit reinforced functioning? 
All of these possibilities are fascinating to consider, and to the extent that 
any of them holds validity, the American political economy bodes to be- 
come possibly more self-reinforcing as time goes on. 


Southern Illinois University 
Carbondale 


Urban Crisis, a Federal Problem 


THE AMERICAN PEOPLE are constantly gravitating to the cities in search 
of their livelihood. In 1900, for example, less than one person in three 
lived in a major metropolitan area. Today two-thirds of our population 
are in these areas, and according to one source, 85 per cent of the people 
live on less than two per cent of the land. A large part of this general 
migration to the city was the relocation of the Negro from the rural South 
to the Northern cities. In 1910, for example, 70 per cent of all Negroes 
lived in rural areas; today 75 per cent are urban and over one-half live in 
the central cities of our 224 metropolitan areas. As of 1965, there were 
over 12 million Negroes in U. S. central cities and over half of them were 
under 23 years of age. Further, about 50 per cent of the Negroes still 
living in the South are under 19 years of age. With the passage of time, 
this younger age group will probably tend to migrate to the cities. [From 
an address. ] 
M. A. WRIGHT 

Hunble Oil & Refining Co. 


Community Power and Public Welfare* 
By WAYNE PAULSON, EDGAR W. BUTLER, AND HALLOWELL POPE 


COMMUNITY POWER STUDIES to date have not identified boundaries for 
the concept of “community.” However, of the variety of possible issue- 
areas that could be related to power structures, some are relevant for 
municipalities, others for the county, and others encompass smaller and 
larger corporate units.1 Both the scope of these issues-areas and the 
participants who shape their outcomes must still be considered “local” in 
spite of the inability to determine community boundaries. It would ap- 
pear, therefore, that researches of local power structures must confront 
alternative units of analysis such as the municipality or the county. The 
immediacy of this problem has been underscored by the organization of 
most Community Action Agencies under the Office of Economic Oppor- 
tunity on a county or multi-county basis, and by public welfare, which 
tends to be administered on a county basis. 

The purpose of this investigation is to apply a theoretical and methodo- 
logical orientation developed in some structural community power research 
to the county as a unit of analysis in hopes of assessing the viability of both 
the unit and the orientation. The study is necessarily of a preliminary 
and exploratory nature since precedents in both these main concerns are 
rare. 


I 
Theory and Method 
MOST RESEARCH concerned with identifying community leadership thus far 
has used either the reputational? or decision-making approach. ‘These 
orientations have given rise to a great deal of controversy over methodology. 
Subsequently most reviewers have assumed that divergent findings of com- 
munity power studies are a result of methodology. Another possibility 
is that the nature of community power structures may vary systematically 
with community characteristics. Unfortunately these past researches, for 


* The research reported herein was performed in part pursuant to a contract with the 
Office of Economic Opportunity, Washington, D. C. Mrs. Bella Bell and Mr. Hugh 
Whitt were instrumental in helping to bring this paper to completion. 


1 Albert J. Reiss, Jr., “The Community and the Corporate Area,” University of Penn- 
sylvania Law Review, Vol. 105 (February, 1957), pp. 443-63. 

2 Floyd Hunter, Community Power Structure (Chapel Hill: University of North 
Carolina Press, 1953). 

3 For an example, see Robert A. Dahl, “A Critique of the Ruling Elite Model,” Ameri- 
can Political Science Reriew, Vol. 52 (June, 1958), pp. 463-69. 
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the most part, have been case studies and have offered little in the way of 
community comparisons. 

Recently some researchers have posed an alternative viewpoint that 
facilitates community comparisons. Essentially they view power as an 
attribute of systems rather than of individuals, and the important question 
then becomes one of determining relative concentrations of power.* For 
example, Duncan and Schnore have hypothesized that “cities of different 
size and functional type comprise significantly different areas for the 
struggle between contending power groups,” and that there are industrial- 
occupational differentials in concentrations of power that correspond to 
community size and place.” Hawley also has suggested that “dominance” 
within a community ordinarily is associated with those functional units 
that control the flow of sustenance into it, power being defined as the 
“capacity to produce results.’’¢ 

This frame of reference rests upon the following assumptions: (1) 
Power is a product of a system and it is most appropriately treated as a 
system property. (2) Enduring systems generate power that is differen- 
tially distributed among various positions in the system. What is 
problematic, then, is not the total amount of power in a system but how it is 
distributed.” In any given community, power concentration may be in a 
small sector, or it may be distributed to a number of sectors within the 
system. 

This orientation assumes that individuals acquire power by “offices” or 
positions and that power is exercised through “established and well-worn” 
channels. Hawley suggests these channels generally are the managerial 
functions of subsystems. He used a ratio of manager, proprietors, and 
officials to the employed labor force (MPO ratio) as a measure of power 
concentration. The lower the ratio, the greater the concentration of power. 


4 See Amos H. Hawley, “Community Power and Urban Renewal Success,” American 
Journal of Sociology, Vol. 68 (January, 1963), p. 423; Maurice Pinard, “Structural 
Attachments and Political Support in Urban Politics: The Case of Fluoridation Referen- 
dums,” American Journal of Sociology, Vol. 68 (March, 1963), pp. 513-26. 

5 Otis Dudley Duncan and Leo F. Schnore, “Cultural, Behavioral, and Ecological 
Perspectives in the Study of Social Organization,” American Journal of Sociology, Vol. 65 
(September, 1959), p. 139. 

6 Hawley, op. cif. 

7 Hawley, op. cit, p. 424. Hawley points out that “the measurement of distribution 
appears to present fewer difficulties than does the measurement of the amount of power.’ 

8 As an illustration of this point, see the following article which was published in the 
same journal issue as Hawley’s. Delbert C. Miller, “Town and Gown: The Power Struc- 
ture of a University Town,” American Journal of Sociology, Vol. 68 (January, 1963), pp. 
432-43. This orientation, we might note, does not necessarily dispute the hypotheses of 
many reputational and positional studies of power structures, and it is consistent with the 
notion of occupational prestige and all that it implies. 
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Hawley has presented substantial evidence that the managerial com- 
ponent of the labor force is associated with urban renewal programs. 
Cities in the “execution” stage consistently had a higher degree of power 
concentration than those cities in the “dropout” or “never in program” 
stage. In an analysis to determine if one class of industry dominated the 
power structure, he reports negative evidence. 

In this paper we propose to apply the concept of power outlined above to 
counties in a southern state and, more specifically, to test the hypothesis 
that the concentration of power in a county varies directly with the level 
of public welfare. In the application of the system conception of power, 
an argument is presented that a concentrated power structure is better able 
to act as a unit in controlling community affairs. A diffused power struc- 
ture, on the other hand, would be able to implement decisions only with 
great effort, if at all, and would not be able to marshall resources to carry 
out a program. However, the model is not quite that uncluttered, for, as 
Hawley notes, “a concentration of power might be used to block a course 
of action.”® 

Hawley’s operational definition of power for his MPO ratio is used 
with the exception that the ratio reported herein refers to the male labor 
force alone. Thus, the lower the MPO ratio, the more concentrated the 
power structure. 

In North Carolina, counties are given the responsibility for public welfare 
programs, and this provided two dependent variables. The first one con- 
sists of public welfare variables and includes the per capita obligations for 
public welfare (1960-61 ),?° and the second is the average monthly number 
of public assistance cases per 1000 population (1960-61). These shall be 
referred to in the remainder of the text as welfare obligations and cases, 
respectively. An additional dependent variable is derived from anti- 
poverty program appropriations per capita by the Office of Economic Op- 
portunity (O.E.O.). 

A number of variables were included in the analysis as a result of the 
nature of the dependent variables. The first category of these variables 
is called “need.” These are variables which might require certain coun- 
ties to have a larger welfare or anti-poverty program than others and in- 
clude the per cent of people below the poverty line, per cent of unem- 
ployed (both nonwhite and white), median family income, per cent aged 
65 and over, per cent of houses built before 1930, per cent of housing 


9 Hawley, op. cii., p. 424. 
10 For sources and derivation of the measures used in this paper, see the Appendix. 
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substandard, and extent of poverty. The second category of variables 
includes structural variables which might be differentially related to dif- 
ferences in the MPO ratio and welfare programs. They are labelled as 
control variables and include the following: median educational level, 
per cent population increase (1959—60 and 1960-65), per cent urban, per 
cent employed in manufacturing, and total population. 

The interrelationships of the dependent variables are shown in Table 1. 
Public welfare cases and obligations are highly interrelated (.956). O.E.O. 
appropriations also are significantly related to welfare cases and obliga- 
tions, but the correlations are much lower (.308 for cases and .351 for 
obligations). The possible errors involved in the utilization of data 
from our sources must be recognized and assumed random for our pur- 
poses. One particular problem, however, rates treatment here. No data 


TABLE 1. ZERO ORDER CORRELATIONS BETWEEN OEO AND 
PUBLIC WELFARE FOR NORTH CAROLINA COUNTIES* 


OEO Welfare cases Welfare 
appropriations per 1000 obligations 
per family population: per capita: 
to July 1, 1966 1960—1961 1960—1961 
OEO appropriations per capita: 
to July 1, 1966 899° 308° 351° 
OEO appropriations per family: 
to July 1, 1966 145 233° 
Welfare cases per 1000 population: 
1960-1961 956° 


* See Appendix for derivation of variables. 
p< .05; » p < .01; € p< .001 


are available for nonwhites (Negroes primarily) in certain counties where 
they number less than 1000. Therefore, in thirteen counties the mean of 
the other counties for per cent nonwhite unemployed was used as involving 
the least distortion. A separate analysis, excluding these counties, yielded 
results virtually identical with those reported here. 

Hawley found that city size had no significant effect on the MPO ratio 
or its relationship to his dependent variable, down to cities of 15,000. 
However, most North Carolina counties do not have a city larger than 
10,000 within their borders; and as Table 2 shows, the size of MPO was 
significantly associated with an urban-rural dimension. Because of this 
relationship, controls for per cent urban and total population were con- 
sidered important. Moreover, it was thought desirable to analyze the 
urban and rural counties separately, as well as together. 
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Our working hypothesis can be stated as follows: The MPO ratio varies 
inversely with welfare expenditures and cases and with O.E.O. appropria- 
tions per capita after appropriate controls have been applied. 


TABLE 2. THE RELATIONSHIP OF MPO RATIO AND 
URBAN/RURAL STATUS 


MFO Ratio Urban* Rural Totals 

Low 8 42 50 
(Median: 7.65) 

High 26 24 50 

Totals 34 66 100 


* Urban counties are those containing a city of 10,000 or more. The MPO ratio was 
dichotomized at the median. ` 
X? = 12.88 (with correction for continuity) 
p< .001 


Il 
Results 

ZERO-ORDER CORRELATIONS reported in Table 3 are inconclusive. When 
all counties are taken together, correlations between dependent variables 
and the MPO ratio fluctuate around zero. However, rural-urban break- 
down changes the situation considerably. In rural counties the MPO 
ratio is positively and significantly related to both public welfare dimen- 
sions. A similar finding is indicated for welfare obligations but not for 
welfare cases in the urban counties. For urban counties, O.E.O. appropria- 
tions are not significantly associated with the MPO ratio. Furthermore, 
these findings suggest nonlinearity in the total relationship which will have 
to be considered in all subsequent analyses. Of particular interest is that 
in these comparisons the MPO is positively related to the dependent 
variables which is zot in the direction hypothesized. In other words, he 
associations are positive while they were hypothesized as being negative. 

Also shown in Table 3 are the correlations of dependent variables with 
need and control variables. A number of strong associations were found 
between public welfare measures and need variables, all of which in- 
dicate that welfare cases and obligations to some extent are associated 
with need. O.E.O. appropriations, on the other hand, were inconsistently 
related to need variables. For example, they were only positively and 
significantly associated with the 1960 poverty line and per cent white 
unemployed, but negatively associated with older housing. 

The control variables of per cent urban and population increase were 


Oy E 
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negatively related to welfare, as was median educational level and total 
population. The control variables of per cent population increase in 
1950-1960, and per cent employed in manufacturing in 1960, were 
negatively associated with O.E.O. appropriations. 


TABLE 3. ZERO-ORDER CORRELATIONS BETWEEN OEO APPROPRIATIONS 
AND PUBLIC WELFARE AND NEED AND CONTROL VARIABLES 
FOR NORTH CAROLINA COUNTIES* 


1 2 3 
OEO Welfare cases Welfare 
appropriations per 1000 obligations 
per capita: population: per capita 
to July 1, 1966 1960-61 1960-61 
4, MPO: 1960 .136 ~ O01 072 
MPO rural 225 vs) 283° 
MPO urban 178 291 346° 
Need 
5. Poverty line: 1960 222° 521° 392° 
6. Jo nonwhite unemployed: 1960 032 202° 163 
7. Yo white unemployed: 1960 428° 607° 576° 
8. % aged 65 and over: 1960 .032 528° 422° 
9. Median family income: 1959 — 184 — 474° — 346° 
10. % structures built 1929 and 
earlier: 1960 ~- 220° ~ O05 — .077 
11. % houses substandard: 1960 ~ 044 380° 249° 
Controls 
12. Median educational level: 1960 ~ 035 373° — 263° 
13. % population increase: 1950~60 — 206° 543° — 440° 
14. % urban: 1960 ~ 085 — 449° = 349% 
15. % employed in manufacturing: 
1960 — 204" ~ 177 — .123 
16. Population: 1960 ~ 092 — 374° — 261" 
17. % population increase: 1960—65 193 ~ 550° —.471° 


* See Appendix for derivation of variables. 
3p < .05; Pp < 0l; °p < .001 


Table 4 shows the multiple correlation coefficients interrelating the 
MPO and per cent urban, and these two and per cent population increase 
to welfare and to O.E.O. appropriations for all North Carolina counties, 
and then the urbanized and rural counties separately. All of the welfare 
correlations are significant, except for the MPO and per cent urban in the 
urbanized counties. For O.E.O. appropriations, significant correlations 
were noted only for the MPO, per cent urban, and per cent population 
increase for all counties, and for the rural counties. 
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TABLE 4. MULTIPLE CORRELATION COEFFICIENTS RELATING MPO AND 
' PERCENT URBAN AND MPO, PERCENT URBAN, AND PERCENT 
POPULATION INCREASE TO WELFARE AND OEO APPROPRIATIONS 
FOR NORTH CAROLINA COUNTIES* 


All Rural Urban 
Counties Counties Counties 
(N = 100) (N = 66) (N = 34) 
Welfare Cases 
MPO and percent urban 534° 483° 358 
MPO, percent urban, and 
percent population increase .689° 669° 641" 
Welfare Obligations 
MPO and percent urban 467° AS7® 453° 
MPO, percent urban, and 
percent population increase .601° .609° 549% 
OEO Appropriations: Per Capita 
MPO and percent urban 233 229 .208 
MPO, percent urban, and 
percent population increase 333” 431° 244 


* See Appendix for derivation of variables. 
“p< 05; vp < .01; °p< .001 


TABLE 5. PARTIAL CORRELATION COEFFICIENTS RELATING MPO TO 
WELFARE AND OEO APPROPRIATIONS, CONTROLLING FOR PERCENT 
URBAN, AND PERCENT POPULATION INCREASE FOR 
NORTH CAROLINA COUNTIES* 


All Rural Urban 
Counties Counties Counties 
(N = 100) (N = 66) (N = 34) 
Welfare Cases 
MPO and percent urban 323° 366" 135 
MPO, percent urban, and 
percent population increase A57° 427° 436° 
Welfare Obligations 
MPO and percent urban 3.2 B75" 137 
MPO, percent urban, and 
percent population increase 432° 418° 292 
OEO Appropriations: Per Capita 
MPO and percent urban 215° 228 208 
MPO, percent urban, and 
percent population increase 267” 251° 244 


* See Appendix for derivation of variables. 
"p< .05;  "p<.otl; °p<.001 
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Partial correlation coefficients relating MPO to public welfare and 
O.E.O. appropriations, controlling for per cent urban, and per cent popu- 
lation increase for North Carolina counties, and for rural and urbanized 
counties are shown in Table 5. Significant relationships are noted in 
every instance for welfare obligations and cases and for O.E.O. appropria- 


TABLE 6. BETA WEIGHTS OF NEED AND CONTROL VARIABLES RELATED 
WITH WELFARE AND OEO APPROPRIATIONS FOR 
NORTH CAROLINA COUNTIES* 


1 2 3 
OEO Welfare cases Welfare 
appropriations per 1000 obligations 
per capita: population: per capita 
to July 1,1966 1960—61 1960—61 
4. MPO: 1960 — .032 .262°* 318° 
Need 
5. Poverty line: 1960 2.136” 1.334" 1.196 
6. % nonwhite unemployed: 1960 —.145 041 006 
7. Yo white unemployed: 1960 237° 326° 331° 
8. % aged 65 and over: 1960 — .270 153 056 
9. Median family income: 1959 1.446" .899 885 
10. % structures built 1929 and 
earlier: 1960 — .035 —.135 — .088 
11. % houses substandard: 1960 — 950° 168 088 
Controls 
12. Median educational level: 1960 — .058 .149 125 
13. % population increase: 1950-60 — 369° — 167 —.195 
14. % urban: 1960 — .156 —.117 — .226 
15. % employed in manufacturing: 
1960 — 088 310° 286 
16. Population: 1960 — .078 081 152 
17. % population increase: 1960-65 088 —.121 — 168 


* See Appendix for derivation of variables. 
ap < OS; Pp < .01; € p < .001 

Significance levels here noted are for the partial b’s. The problem of obtaining signifi- 
cance levels for Beta weights as well as that posed by discrepancies between the size of 
Beta weights and the significance of the corresponding partial b’s is being investigated. 


tions per capita. Similar results were obtained for rural counties except 
for MPO and per cent urban. On the other hand, the only significant as- 
sociation for urban counties was when MPO, per cent urban, and per cent 
population increase were controlled for welfare cases. 

Using an alternative strategy in analysis, beta weights fọr the twelve in- 
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dependent variables were related with welfare and O.E.O. appropriations 
and are shown in Table 6. The MPO was significantly associated with 
both welfare indicators, but no significant relationshp emerged with O.E.O. 
appropriations. Under the category of need variables, the per cent white 
unemployed and the 1960 poverty line were consistently and positively 
related to welfare cases and O.E.O. appropriations. Only the per cent 
white unemployed was positively and significantly related to welfare obli- 
gations. In addition, O.E.O. appropriations were also positively related 
to median family income in 1959. While not statistically significant, 
nonwhite unemployed and per cent substandard houses were negatively 
related to O. E.O. appropriations per capita, which is a strange relationship 
indeed! 

For control variables, a significant negative association was found for 
O.E.O. appropriations and per cent population increase between 1950 and 
1960, and a significant positive association of welfare cases with per cent 
employed in manufacturing in 1960. 


iil 
Conclusions 

SINCE A CONSISTENT PATTERN is evident in these data, it appears that coun- 
ties are viable units of analysis for the application of the system conception 
of power to public welfare. Hawley reported his hypothesis supported 
with urban renewal success as the dependent variable. But we found 
statistical significance in the opposite direction with welfare and O.E.O. 
variables. In a further test, identical to that reported above for welfare 
and O.E.O. indicators, using urban renewal expenditures as the dependent 
variable, the same pattern of relationships between MPO ratios and the 
dependent variable was found, although lacking in statistical significance. 

The fact that this pattern is contrary to the stated hypothesis is not too 
disconcerting in the light of a major difference from the previous research 
using this measure. The divergent relationships may be a result of 
community size. Hawley tested his hypothesis using cities of 50,000 or 
more, whereas in this study sixty-six of the hundred counties did not even 
have a city of 10,000 within its borders, and only six of the urbanized 
counties had a city of 50,000 or more. It is conceivable that the relation- 
ship is different in smaller communities than in larger ones. In any event, 
the divergent results suggest a rather complex relationship, and further 
analysis with different-sized city and county units seems advisable. 

Theoretically, this divergent relationship can be justified by asserting 
that, rather than facilitating action, a concentration of power at the 
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small community level tends to block it.’ This interpretation is supported 
by what is known of the traditional conservatism of rural and small-town 
society in the United States, particularly in the South. Further research 
on a national level and with a large enough sample to permit regional and 
community size breakdowns is required to verify the findings reported here. 
It does appear, however, that the system conception of power is a useful 
approach and can add much to our understanding of community power 
and its relationship to decision outcomes at the local community level. 

The most disconcerting aspect of this analysis does not involve the MPO 
as a measure of power but the relationship between the need variables and 
public welfare and O.E.O. appropriations. The oxe variable that was 
consistently, significantly, and positively associated with these welfare di- 
mensions was the per cent of white unemployed, Other need variables 
were positively related to the public welfare measure, although of less 
strength. However, for O.E.O. appropriations, low positive associations or 
a negative association was found with every need variable except for the 
per cent of white unemployed, ‘This, of course, could be the result of 
the time lag in the collection of data, although we tend to reject this 
point of view. 

An alternative explanation points to the process of application for 
anti-poverty program funds. O.E.O. funds are available only if the local 
community applies for them, że. there must be a decision by the com- 
munity at the local level to apply for funds. The relationship of per cent 
white unemployed to public welfare measures buttresses this point of view. 
The per cent white unemployed also is significantly related to public wel- 
fare expenditures, whereas only very weak associations are reported for 
per cent nonwhite unemployed and public welfare measures (although 
one is barely significant at the .05 level). 

Thus it appears that for both public welfare and anti-poverty programs, 
the key variable is per cent of white unemployed. The complex relation- 
ship of extra-local influence at the state and federal level with local com- 
munity influences may have produced these results. Planned is an analysis 
for the entire United States, and whether we have a preview here or a 
deviant case remains to be seen. Also in a subsequent paper, the rela- 
tionship of need dimensions to public welfare will be explored in more 
detail. 


The University of North Carolina 
Chapel Hill 
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APPENDIX 
Variable by Number Sources and Derivation of Variables 


1. OEO appropriations include all programs, with one exception, negotiated through 
the Office of Economic Opportunity to July 1, 1966. The Adult Basic Education 
(although recruitment programs are included) was excluded since it was funded 
through multi-county units which did not conform to those used in the rest of the 
programs. (Total appropriations include both federal and local funds.) Where 
only the federal allocation was available (some 1965 Summer Headstart and Vista 
programs), it was treated as 90 per cent of the total. Funds allotted to multi- 
county units ($7 counties in 17 units) were apportioned according to the 1960 
population as a proportion of the total population of the counties in the unit. 
Most counties in multi-county units had individual grants as well as a share in 
multi-county grants. Per capita appropriations are based on an estimate of the 
1965 population (see 17 below). Sources: Reports and Files of the Office of 
Economic Opportunity, Washington, D. C., and the North Carolina State Planning 
Task Force, The Governor’s Office, Raleigh, North Carolina. 

2, Average monthly number of public assistance cases per 1000 population (July 1, 
1960—June 30, 1961), using a 1960 population base. Source: Biennial Report of 
the North Carolina State Board of Public Welfare (July 1, 1960—June 30, 1962), 
Table 23, pp. 92-97, . 

3. Total annual obligations for all public assistance per capita (July 1, 1960—June 30, 
1961), using a 1960 population base. Source: Ibid., Table 23, pp. 92-97. 

4. MPO: the per cent of employed males in 1960 who were managers, proprietors, and 
officials. 

4—16. Measures of Need and Controls were taken from the 1960 U.S. Census, 
17. Source: C. Horace Hamilton and Eun Sul Lee (North Carolina State University), 
“Population Estimates of North Carolina Counties,” Table 1, Estimates of Total 
County Population, July 1, 1965. 


The Trade Policy Debate 


Do AMERICAN-PRODUCED PRESERVED STRAWBERRIES need to be protected 
from foreign imports? What about American-produced mink furs, tex- 
tiles, steel, honey, and other items? Some Senators and Representatives 
think these products do need some protection, and they have dropped 
import quota bills into the Congressional hopper to protect these Ameri- 
can products from their foreign competition. But others—the President 
and members of his Cabinet, for example—think that this proposed 
“protectionism” is shortsighted and would set U.S. trade policy back 30 
years. These are some of the protagonists in the biggest battle over U.S. 
trade policy that has shaped up in recent years. The pro and con argu- 
ments on this subject are reviewed in a 61-page special report on “The 
U.S. and Foreign Trade,” a feature in the May-June 1968 issue of Intercom, 


28 The American Journal of Economics and Sociology 


bi-monthly world affairs journal of the Foreign Policy Association, which 
makes a useful teaching aid. l 

Written in non-technical terms, Imtercom’s feature also includes “The 
ABC's of World Trade,” a 22-page A-to-Z glossary of 63 of the most 
commonly used trade terms and phrases. In this section, the interested 
student can find definitions and explanations of such terms and phrases 
as American Selling Price, anti-dumping regulations, balance of trade, 
Common Market, Export Control Act, import quota, Kennedy Round, 
non-tariff barriers, paper gold, as well as UNCTAD, OECD, GATT, 
LAFTA, and the other trade groups one reads about in his daily newspaper. 

In its survey of the pro and con arguments over import quotas and 
what their effect might be on the future of U.S. trade policy, Intercom 
quotes arguments put forth by Senator Edward W. Brooke (Republican, 
Massachusetts), Senator Russell B. Long (Democrat, Louisiana), and 
William M. Roth, President Johnson’s Special Representative for Trade 
Negotiations, to show the various sides of the import quota question. 
Intercom also cites the positions of many leading businessmen and their 
organizations—as well as other citizen groups—on the issue of import 
quotas. These include such groups as the American Importers Associa- 
tion, Committee for a National Trade Policy, Emergency Committee for 
American Trade, Nation-Wide Committee on Import-Export Policy, Trade 
Relations Council of the U.S., League of Women Voters, U.S. Council of 
the International Chamber of Commerce, National Planning Association, 
and the American Farm Bureau Federation. 

Other sections of this special report are: 

U.S. Government Agencies and Foreign Trade: Who Does What?— 
A capsule survey of 16 Federal agencies, highlighting their major respon- 
sibilities in the trade field. 

Films on Foreign Trade—reviews of nine films for the teacher or pro- 
gram planner who wants to use a film in connection with a study-discussion 
program. 

Bibliography on the U.S. and Foreign Trade—a listing of more than 
100 U.S. Government, UN and regional organization publications, books, 
pamphlets, and other materials where the interested citizen can find good, 
basic, non-technical information about U.S. foreign trade policy, the U.S. 
balance of payments problem, East-West trade, and other trade matters. 
[From Juliene Berk for the Association.] 


The Image of the. Slav in U.S. History 
and in Immigration Policy 


By JOSEPH S. ROUCEK 


By A SERIES OF discriminatory immigration laws, culminating in the Quota 
Act of 1924, the Slav was assigned to the category of “inferior” nations 
and “races.” How did this attitude come about? It was the result of a 
rather strange combination of forces produced by labor, industrialists, 
farmers, exuberant nationalists, racists, and intellectuals (like historians 
and sociologists). ‘These influences converged to produce both the ideol- 
ogy out of which the legislation was fabricated and the pressure that 
brought about its enactment.? 

That immigrants from Southern and Eastern Europe, particularly from 
the Balkans, were inherently inferior was one racist assumption. ‘That 
they could not be assimilated was another. The goal of those who held 
these ideas was, of course, to effect a decrease in the total number of im- 
migrants entering the United States. But it was not only that. They 
sought also to set up a formula which would favor the entry of immigrants 
from Northern and Western Europe while keeping the number of the un- 
favored groups to a minimum. Both racial assumptions and the ideology 
of Anglo-Saxon conformity have been built-in features of this policy, even 
though Americans claimed generally to be opposed to racism abroad 
(Hitlerism especially) or at home—tracial segregation in the schools and 
economic and social discrimination against the Negro and other minority 
groups notwithstanding. 


The Historical Roots of Ignorance About the Slavs 
THIS ANTAGONISTIC ATTITUDE toward the Slavs cannot be isolated from the 
misconceptions and misapprehension, in general, of the role played by Cen- 
tral-Eastern-Balkan Europe in world history. The general framework for 
the attitude can be found in the background, training, and attitudes of the 
dominant American and English historians who, before World War II, 
had treated this area as a sort of zerra incognita. In America, from one 


1 For a good account of the events leading to the 1924 law, see Barbara Solomon, 
Ancestors and Immigrants (Cambridge, Mass.: Harvard University Press, 1956); John 
Higham, Strangers in the Land: Patterns of American Nativism 1860-1295 (New York: 
Atheneum, 1963); Thomas E, Gossett, Race, the History of an Idea in America (New 
York: Schoken Books, 1963) (see also “Notes,” pp. 460-500); Edward N. Saveth, 
American Historians and European Immigrants, 1875-1925 (New York: Russell & Russell, 
1965) (cf. “List of References,” pp. 225-38), and references cited hereafter. 
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point of view, this was due to the traditions in historical scholarship. 
Most of the founders of the graduate history departments in American 
universities either received their training in Germany or came eventually 
under the spell of the German historical schools.? The influence of Ranke 
was, in this respect, quite important. His insistence on the study of the 
past “as it actually and peculiarly was” did much to establish the later dif- 
ferentiation between history as an ideographic specialty concerned with 
“facts of succession” and historical sociology as a monothetic specialty 
analyzing “facts of repetition.” But of importance to us is that Ranke 
maintained in his earliest writings that the Germanic and Romance nations 
alone form a cultural unit having a common history to be identified with 
the history of Europe. And owing to the influence of German scholar- 
ship, stresses Halecki, “the whole part of Europe east of Germany herself, 
including of course Poland, used to be disregarded even in French or 
English studies of universal history.’ 

We must also note that to Americans generally, the Germans, in compari- 
son to the Slavs, were “old” immigrants, while the Slavs, coming mostly in 
large numbers after the 1880's, had little chance, if any, of placing their 
sons in leading positions in American institutions of higher learning, 
especially since most of those who came over between the 1880s and 
World War I had little education or even desire for it# Hence the 
historical contributions by the descendants of American Slavs, and the 
courses in this field, sprang up only after World War I, and mostly only 
during and after World War II.5 

Inseparable from this general trend in historical thinking was the domi- 
nant American passion for promoting the study of “Western Civilization.” 
For a long time American historians thought of Western Civilization as 


2 For details, see Jurgen Herbst, The German Historical School in American Scholar- 
ship (Ithaca, N.Y.: Cornell University Press, 1965). 

3 Oscar Halecki, “Problems of Polish Historiography,” The Slavonic Review, Vol. 21 
(March, 1943}, p. 223. See also J. L. Brown, “Deutschtum and America,” Journal of 
Legal and Political Sociology, Vol. 2 (October, 1943), pp. 117-35; Herbst, op. cit. 

# For the history of Slav immigration, see the chapters on Russian Americans, Ukrai- 
nian Americans, Czechoslovak Americans, Yugoslav Americans, and Bulgarians, in Francis 
J. Brown and Joseph S. Roucek, eds., One America: The History, Contributions, and 
Present Problems of Our Racial and National Minorities (New York: Prentice-Hall, 
1952), pp. 127-84, and respective bibliographies; Joseph S. Roucek, The Czechs and 
Slavs in America (Minneapolis, Minn.: Lerner Publications, 1967); and Joseph S. Roucek, 
American Slavs: A Bibliography (New York: Bureau for Intercultural Education, April, 
1944). 

5 See: R. F. Byrnes, ed., Bibliography of American Publications on East Central Europe, 
1945-57; Albert C. Todd and Stephen Viederman, eds., The American Bibliography of 
Russian and East European Studies for 1961; A. C. Todd and Stephen Viermans, eds., 
The American Bibliography of Russian and East European Studies for 1962; all published 
by Indiana University Press, Bloomington, 1958, 1963, 1964. 
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' being, somehow, identical with universal history. In fact, prior to World 
War: I, it seemed altogether plausible to think of a single world order 
based on the concept of Western Civilization; it was a sort of dominant 
bias based upon an attitude of cultural superiority which, over a long 
period, tended to become chronic. 

The props under it were provided by innumerable textbooks on “The 
Development of Western Civilization,” with most American youths grad- 
uating from the institutions of higher learning with the idea that all that 
is “civilized” and worthwhile has its roots in Western Europe (Germany 
included, of course). Since a few lines or pages only were devoted to 
the Central-Eastern-Balkan area, the inevitable result was that these citizens 
knew next to nothing about this region and—-what was even worse— 
they came away with a definite impression that all important history was 
made by the large nations of Western Europe. 

This situation, in turn, led to the further neglect of the area. The 
specialists in this field, unable to get an appointment in it, eventually had 
to turn their attention and interest to the more “popular” areas. Since 
there were hardly any textbooks systematizing the available knowledge 
about the region for the average history teacher, very few courses were 
offered. 

The culminating point of these general tendencies reached its climax 
when an English politician summarized rather characteristically this 
“climate of opinion”: “How terrible, fantastic, incredible it is that we 
should be digging trenches and trying on gas-masks here because of a 
quarrel in a far-away country between people of whom we know 
nothing.’’¢ 

Who Are the Slavs, After All? 
TYPICAL OF THE STATE of mind of many Americans and Englishmen in 
1938 was Chamberlain’s declaration of ignorance of who the Czecho- 
Slovaks and all other Slavs were. Not many Americans were able in those 
days to distinguish between the Czechs, Slovaks, “Slavish peoples,” Slo- 
venians, ‘“Bohunks,”’ “Hunkies,” ‘‘Russniaks,” “Russians,” “Ukrainians,” 
and so on. 

This difficulty was officially and formally proclaimed in the influential 
report of the U.S. Senate’s Immigration Commission:? 


6 Neville Chamberlain, The Struggle for Peace (New York: Putnam, 1939), p. 275. 
See also Joseph S. Roucek, “Preface,” pp. vii-ix, in J. $. Roucek, cd., Central-Eastern 
Europe: Crucible of World Wars (New York: Prentice-Hall, 1946). 

T Senate, 61st Congress, 3rd Session, Document, N 1.747; Report of the Immigration 
Commission, Abstracts of Reports of the Immigration Commission, presented by Mr. 
Dillingham, December 5, 1910 (Washington, D.C.: Government Printing Office, 1911), 
Vol. I, pp. 274-73. 
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Slav (Sclave), Slavic, or Slavonic; sometimes wrongly called in the United 
States “Hun” (see Magyar). To be defined as that Aryan “race” or lin- 
guistic group which occupies the greater part of Russia and the Balkans. 
The Russians and the Polish (see) are its leading tongues. The Slavic, 
the Teutonic, and the Italian or Latin are the three great stocks that furnish 
the most of the bgt Sonate of Europe as well as of our annual flood of 
immigrants. Of these three, the Slavic and the Italic have been rapidly 
replacing the Teutonic in American immigration, and the Slavic is perhaps 
the most significant for the future because of its great population. (See 
also Caucasian and Aryan and cf. Slovenian.) 

Physically, and perhaps temperamentally, the Slavs approach the Asiatic, 
or particularly the Tartar, more closely than do the peoples of Western 
Europe. In languages they are as truly Aryan as ourselves. ‘There is some 
truth in the old saying, “Scratch a Russian and you find a Tartar,” especially 
if he comes from southern Russia, where once lived the Mongol conquerors 
of the Russians. . . . If the Slav be still backward in western ideas, ap- 
pliances, and form of government, it is nevertheless conceivable that the 
time is not far distant when he will stand in the lead. The race is still 
young. Its history is shorter than that of any other important people in 
Europe... 2 

This and the rest of the characterization of the Slav makes fascinating 
reading today. And what is quite important is the fact that this report 
was one of the most important factors leading to the Immigration Quota 
Act of 1924. 


The Heritage of Impressions Before 1880 

UNTIL THE 1880s the Slavs had been welcomed in America, or at least 
they were not opposed as a group, except when some individuals got 
involved in political schemes, usually classified as “socialist” or “an- 
atchist.” In fact, several Slavs who came to America during that period 
were imbued with socialist ideas. ‘This fact certainly helped to produce 
a rather unfavorable image because socialism was not popular and because 
the activities of the socialist and “‘radical’’ movements in America even- 
tually became one of the elements which assigned the Slavs to the category 
of undesirable “racial” elements.® (In fact, American socialists became 
the founders of the American Communist movement in 1919 and the 
membership was made up mostly of Russians, Ukrainians, South Slavs, 
Poles—and of Letts, Lithuanians, and Hungarians, often classified as 
“Slavs.” ). 


8 For the “revisionist” point of view regarding the available information on the history 
and all other aspects of the Slav, see Joseph S. Roucek, ed., Slavonic Encyclopaedia (New 
York: Philosophical Library, 1949). 

8 Nathan Glazer, The Social Basis of American Communism (New York: Harcourt, 
Brace, 1961), p. 13. 
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Although the Haymarket Affair dealt anarchism a knockout blow from 
which it never recovered, the socialist and anarchist currents among 
Slav immigrants, culminating in the Railroad Strike of 1885 and the Hay- 
market Affair, caused very serious repercussions, particularly the subse- 
quent reevaluation of the American Slav immigrant as “the New Immi- 
grant.” The rise of nativistic organizations was another result, and the 
“Melting Pot” ideal was seriously questioned and constantly debated 
thereafter.2° 

In general, the major argument was, on the ideological level, that Amer- 
ica would have to close its doors to more immigrants because recent 
arrivals were impervious to its ideals. The “new” immigrant tended to 
become, in fact, the scapegoat for every political, economic, and social 
grievance. Political corruption, labor conflicts, vice and crime were thus 
strictly foreign products, disseminated through the land it was thought, 
by corrupt “invaders.” “Degenerate actions were the result of decadent 
blood.” The inferior races “drag down the strong? American “stock,” 
in danger of “physical degeneration” through cross-breeding.12 The 
“persistent clannish spirit’ was frequently found amoung these foreigners, 
thus disturbing national unity.4% “Anarchists, ultra-socialists, and dyna- 
miters” had found in America “a safe place in which to preach their 
doctrine of hate, revenge, murder and plunder.” With “such success” 
had the revolutionaries “catried on their proselytizing schemes . . . that 
for a time they seemed to threaten the very foundations of social order.” 14 

In addition, the depression of 1873 contributed to the initial wave of 
discontent with the Slav immigrant. Labor was achieving a militant 
growth; a large percentage of its membership came from Central-Southern 
Europe. And many of the members congregated in the cities and domi- 
nated leftist centers like New York and Chicago. Obviously, “American 
institutions had failed, not because they were faulty, but because an alien 
element had undermined them.”}5 

All the forces contributing to the pessimism of the ’80s increased in 
magnitude in the next decades. Strikes were bigger, more frequent, and 
more violent. The Panic of 1893 was more ruinous. Cities were grow- 
ing bigger, and the “wrong kind” of immigrants was pouring in. Social 


10 For details, see Higham, of. cit., 54-55, $6, 62 111, 138. 

11 T. T. Munger, “Immigration by Paseanrt,” Cettery, 38 (March, 1993), pp. 791 92. 

12 Ibid., p. 793. 

13 “City Immigration Population,” Chautauquan 12 (January, 1891), p. 522. 

14 E. A. Hempstead, “Shall Immigration Be Restricted?” Ibid. 8 (July, 1888), pp. 
610~12. 

15 F, C. Jaher, Doubters and Dissenters (Glencoe, Ul.: Fres Press, 19641, n. AZ, 
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hostility resulting from social and economic difficulties became directed 
against groups that could be classified as “un-American,” more specifically 
the socialists, members of unions and immigrants. The “Melting Pot” 
ideal continued to be bitterly argued. 

After 1893 even the most respectable groups frowned on the “new” 
immigrants. Public school battles induced many Americans to fear that 
the new immigrants would swell the ranks of Catholics and assure their 
control over urban education and government. Ingenious experts fore- 
cast race suicide if the canons of evolution continued to be violated by 
inferior “hordes” diluting the native stock. 

By the mid-1890s even the business community was committed to im- 
migration restrictions. Labor also rejected the new immigrants, the 
unions looking upon the immigrant with increased disfavor in job compe- 
tition, for helping to break strikes, and for being intractable when attempts 
were made to unionize them. 


Racism and the Concept of “New” and “Old” Immigration 

ONE OF THE MOST interesting aspects pertaining to the evaluation of the 
Slav immigrant as a sort of “backward,” “inferior,” and “undesirable” 
element in America, legalized until the recent revision of the immigration 
Jaws, was the influence exerted by the concepts of racialism, violently de- 
nounced by all American modern anthropologists, sociologists and psy- 
chologists, and yet in full operation in the immigration and naturalization 
system of the United States until the law signed by President Johnson 
on October 3, 1965, which became effective December 1, 1965. The new 
law provided for the elimination of the national origins system effective 
July 1, 1968, with a phase-out during the interim period.?® 

In the background was the changing composition of immigration in 


18 See the articles surveying the various aspects of this problem in B. M. Ziegler, ed., 
Immigration: An American Dilemma (Boston: D. C. Heath, 1953), and especially the 
reprinted articles: H. P., Fairchild, “The Melting Pot Mistake,” pp. 19-24; “Conditions in 
America as Affected by Immigration,” pp. 34-49; E. A. Ross, “Immigrant in Poli- 
tics; The Political Consequences of Immigration,” pp. 71-76; F. L. Auerback, “Who 
Are Our New Immigrants?” pp. 92-95; “The Walter-McCarran Immigration Bill,” pp. 
96-97; “President Truman’s Message to the House on the Veto of Immigration Bill,” pp. 
97—103; “Speech of Senator McCarran,” pp. 104~108; “Excerpts from Report by Presi- 
dent’s Commission on Immigration and Naturalization, ‘Whom We Shall Welcome,’” 
pp. 109-12; “Statement by Senator McCarran Regarding the Report by the President’s 
Commission,” p. 112. See also M. T. Bennett, American Immigration Policies, A History 
(Washington, D.C.: Public Affairs Press, 1963), ch. III, “The Selective Period of Federal 
Restrictions, 1880-1920,” pp. 15-29; ch. IV, “The New Immigration, 1880-1920,” pp. 
30-39; ch. V, “Numerical Restrictions—The Quota Act of 1921,” pp. 40-46; ch. VI, 
“The oo Origins Restricting Plan and the Immigration Act of May 26, 1924,” pp. 
47—-S8 7. 
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the last quarter of the nineteenth century. From about 1820 to 1880 
there was a constant fow of immigrants from Europe. They joined the 
older colonists of predominantly English ancestry. ‘These latter, now 
classified as “Old Immigrants,” were prumarily Northern Europeans; they 
tended to be Protestant in religion and to resemble in other cultural 
aspects the dominant national pattern. They included German, Irish, 
Scotch, Swedish, Dutch, as well as English immigrants. They came 
during the epoch of an expanding western frontier and most of them 
spread rapidly over the country; many went to the West. A few of 
them, however, formed cultural enclaves throughout the country. Settle- 
ments of German, Swedish, and Dutch descendants can still be found in 
the midwest. Most of the “old” immigrants were soon ‘‘acculturated’’ 
to the dominant English-American culture pattern which was then taking 
form and were eventually ‘‘assimilated.” 

But in the last decades of the nineteenth century a change occurred in 
the type of immigration. As the frontier was gradually populated, and 
as industry began to develop in the cities in the northeastern region of the 
country, a great demand for cheap labor developed. A wave of “new” 
immigrants came after 1880, mostly from Central and Eastern Europe and 
the Balkans. These mostly did not settle in the rural zones, but crowded 
into the cities. They were mostly Roman Catholics, Orthodox Christians, 
(or Uniates), and Jews, and spoke languages quite strange to the ears of 
the “old” immigrants who were then overwhelmingly English-speaking. 
These new arrivals were also less skilled mechanically and often illiterate. 
They were relegated to certain low-paid occupations and small business 
enterprises and took over the low-paying jobs in industry, living in rela- 
tive poverty mostly in “Little Italies,’ “Hunkie Towns,” and similar 
isolated districts in big northern cities, where they could use their own 
language. 


Heritage of Racism 

BECAUSE OF THEIR linguistic and cultural differences and as a result of 
the competition for better jobs, these “new” immigrants encountered con- 
siderable prejudice. Eventually they were believed to be “racially in- 
ferior” by the northern Anglo-Saxon. They were also accused of being 
more inclined to crime, of being unable to adjust to America’s culture, 
and of wishne to overthrow American iretttutions in faver of European 
powers and systems, 

In fact, in spite of the insistence of the dominant ideology of Ameri- 
canis that the United States has already been opposed to racism in all 
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forms, actually “in the hundred and eighty years of their independence as 
a nation, astonishingly few (Americans) have rejected racial exclusiveness 
or championed the view that all men are brothers entitled to the same 
tights and privileges regardless of the color of the skin, shape of the 
head, or any other physical characteristics. Not a single one of the great 
popular heroes of democracy—neither Jefferson, Jackson, Lincoln, nor 
Woodrow Wilson—rose much above the common prejudice.”’*7 

Furthermore, it is seldom noted that America’s type of racism has re- 
mained on the statute books of the present immigration laws until very 
recently, and has ever found respectable academic proponents in terms 
of Puritanism, Anglo-Saxonism, Teutonism, Social Darwinism, Eugenics, 
and ‘‘Super-Racism,’"28 

Even some of America’s outstanding sociologists, such as E. A. Ross, 
Henry Pratt Fairchild, Franklin H. Giddings, and others were quite out- 
spoken, especially in their early writings, against the “new” immigrants 
on the basis of race.® In fact, Professor J. W. Jenks of New York Uni- 
versity was one of the most influential persons in achieving passage of the 
1924 immigration law as one of the members of the Senate Immigration 
Commission. 

In general, before World War I, racism had spread through the North 
as well as the South. Its main attacks were leveled against the Negro 
people, but it took in its sweep the Slavs as being the most numerous of 
the “new” immigrants and, to a lesser degree, the Germans (especially 
during World War I—although these immigrants were previously not 
included among the “new” immigrants), the Irish, and always to a con- 
siderable degree the Jews and Orientals. 


The Fear of “Slavic Peril” 
BEFORE World War I, by a combination of circumstances, the interna- 


17 E, M. Burns, The American Idea of Mission: Concepts of National Purpose and 
Destiny (New Brunswick, N. J.: Rutgers University Press, 1957), pp. 209-10; William 
Peterson, “The ‘Scientific’? Basis of our Immigration Policy,” pp. 197-205, in William 
Peterson and David Matza, eds., Social Controversy (Belmont, Calif.: Wadsworth, 1963); 
Nathaniel Weyl and Stefan T. Possony, The Geography of Intellect (Chicago: Regnery, 
1963), especially pp. 13 ff. 

18 Gossett, op. cit.; Solomon, of. cit; Higham, op. cit; John R. Dos Passos, The 
Anglo-Saxon Century (New York: Putnam, 1903); Saveth, of. cit.; Richard Hofstadter, 
Social Darwinism in American Thought (Boston: Beacon Press, 1955), ch. 9, “Racism and 
Imperialism,” pp. 170—200, and bibliography, pp. 205-16; Pierre L. van den Berghe, Race 
and Racism: A Comparative Perspective (New York: John Wiley, 1967), ch. IV, “The 
United States,” pp. 77—95; Ronald Segal, The Race War (New York: Viking Press, 1966), 
ch. 4, “The White World of the United States,” pp. 180-284; Ashley Montague, Man’s 
Most Dangerous Myth: The Fallacy of Race (Cleveland: World Publishing Co., 1964), p. 
32 and passim; etc. 

19 Higham, op. cit., pp. 109-10, 117, 147, 272, 267, 273—327. 
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tional situation was also influencing the predominant American attitude 
toward the “new” immigrants. Russian-American relations were de- 
teriorating at precisely the same time as Slavic immigrants were inundating 
the Northeastern Seaboard and the Middle West. The Russian threat 
appeared grave in the context of fears that these “inferior hordes” (the 
“wild motley throng” that was passing through America’s “unguarded 
Gates,” as Thomas Bailey Aldrich, the genteel editor of the Aslantic 
Monthly, expressed it) would destroy the American way of life. Czarist 
absolutism, Russia’s “insatiable ambition,” and the Slavic threat to Anglo- 
Saxon supremacy made Russia the national foe of England and the United 
States.20 Several well-known American observers anxiously awaited the 
“final grapple” that would determine whether “the future of civilization” 
lay with “the English-speaking people of the world or the Russian Em- 
pire. a 


The Impact of World War I on Immigrant Issues 

Woritp WAR I raised several antagonistic undercurrents against “foreign- 
ers.” Extreme dislocation of every kind—combined with initial unem- 
ployment before the war started plus a housing shortage—created argu- 
ments against continued immigration. An uneasy feeling that war was 
coming also existed, and in spite of President Wilson’s reassurances that 
there would be no war, voices began to be heard asking for national 
unity.?? 

While the wars fought by the United States in the nineteenth century 
had diverted nationalism from nativist channels, the situation became 
different in World War I. Then a conflict developed between the United 
States and Germany. Germany had been sending to this country large 
and cohesive masses of immigration. Millions of the descendants of 
these immigrants had—or werte presumed by hate-mongerers to have— 
certain nostalgic feelings for the country of their forefathers. Eventually 
all kinds of charges of disloyalty arose, not only against the Germans, but 
against all kinds of suspected “foreigners.” 

It is little known that one of the most important influences in inducing 


20 B, O. Elewer, “The Proposed Federation of the Anglo-Saxon Nations,” Arena, Vol. 
20 (August, 1898), p. 232. 

21 A. H. Ford, “The Warfare of Railroads in Asia,” Century, Vol. 59 (March, 1900), 
p. 794; F. A. Ogg, “Saxon and Slav: The Lion and the Bear in the Far East,” Chentan- 
qua, Vol, 37 (March, 1903), pp. 14 15; Charles A. Conant, “The United States as a 
World Power,” The Forum, Vol. 29 (July, 1900), p. 289. 

22 See an excellent study, “War and Revolution,” in Higham, op. cif., pp. 194-233 
(ch. 8), and ch. 9, “Crusade for Americanization,” pp. 234-63; William Preston, Jr., 
Aliens and Dissenters: Federal Suppression of Radicals, 1903-1933 (Cambridge, Mass.: 
Harvard University Press, 1963), especially chanters 3—7, and hibliography, np. 279-86, 
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the United States to join the Allies against the Central Powers was the 
work of Captain Emanuel Voska, a Czech immigrant. His target was 
Dr. Heinrich E. Albert, Commercial Attaché of the German Embassy. 
Voska stole Albert’s portfolio containing some very damaging documents 
relating to German sabotage and transmitted them, through British agents, 
to the American authorities.?3 

American periodicals had a field day with the reports of espionage 
and sabotage, and the insistence on national solidarity and the awareness 
that nationality groups in America were divided in their loyalties to the 
United States and the native countries of the immigrants was growing 
rapidly. ‘While the attacks were first directed against the Germans, even- 
tually all “hyphenated Americans” came under suspicion.*4 

The Slavs especially presented a real problem to Washington. The 
census showed that in 1917 the American population included about 
4,662,000 people born within the borders of the Central Powers, half of 
them Germans and the other half a queer conglomeration of nationalities 
‘from Austria-Hungary. Altogether about one-third of America’s foreign 
born came from the enemy territory—and this included all the Slavs 
(except those from Russia before the Bolshevik Revolution). An over- 
whelming majority had not become citizens—and thus, technically, they 
became enemy aliens when the U.S. declared war on Austria-Hungary in 
December, 1917. 

Furthermore, these Slavic nationalities (including the Magyar immi- 
grants, since many had come from Slovakia which at that time was under 
Austria-Hungary) dominated the eastern coal fields and formed perhaps 
two-thirds of the labor forces in the iron and steel industries. An equal 
proportion worked in the slaughterhouses and in most of the munition 
factories.25 Thus, Higham remarks, “the Slovaks, Slovenes, Magyars, 
Bohemians, and all the rest of the great mass from Eastern Europe were 


23 For details, see Emanuel Victor Voska and Will Irwin, Spy and Counterspy (New 
York: Doubleday, 1946). For other anti-Austro-Hungarian propaganda carried on by 
American Czechs, see Charles Pergler, America in the Struggle for Czechoslovak Indepen- 
dence (Philadelphia: Dorrance, 1926); Victor Mamatey, The United States and East-Cen- 
tral Europe, 1914-1918: A Study in Wilsonian Diplomacy and Propaganda. (Princeton, 
N.J.: Princeton University Press, 1957); Mamatey, “The Slovaks and Carpatho-Ruthe- 
nians,” pp. 223-49, and Otakar Odložilík, “The Czechs,” pp. 204-23, in Joseph P. 
O'Grady, ed., The Immigrants’ Influence on Wilson’s Peace Policies (Lexington, Ky.: 
University of Kentucky Press, 1967). 

24 George Creel, “The Hope of the Hyphenated,” Century Magazine, Vol. 16 (1916), 
pp. 250-62. 

25 Higham, op. cit., p. 213; see also Franklin H. Martin, Digest of the Proceedings of 
the Council of National Defense During the World War, 73rd Congress, 2nd Sess., Senate 
Document No. 193 (Washington, D.C.: Government Printing Office, 1934), p. 346. 
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not Teutonic, to be sure, nor did American opinion ever view them 
in quite that light. . . . Nevertheless the thought that the adversary had 
at least a technical claim on the sympathies of millions in the industrial 
heart of America was deeply disquieting.”?* These “new” immigrants 
lived “on the other side of the tracks,” and hence little was known about 
their culture patterns and sympathies. Then there was the suspicion that 
many of the aliens, although legally enemies, could control elections in 
certain districts (especially in such states as Indiana, South Dakota, 
Nebraska, Kansas, Missouri, Arkansas, and Texas, where aliens could 
vote on the mere declaration of intention to become citizens) .?7 

There was also the question of drafting aliens for military services. 
The Selective Service Act of May, 1917, exempted enemy aliens and all 
others who had not declared their intention to become citizens. The 
results showed when the growing number of drafted citizens left many 
aliens behind on “the home front.” And there were also some aliens 
who sought exemption from being drafted on the basis of the treaties 
that the United States had with their homelands. 

Fortunately, most of the Slavs from Central-Eastern Europe and the 
Balkans—-although not all of them—were sympathetic to the Allied cause. 
Especially so were the minorities from Austria-Hungary; they sponsored 
movements which more or less coincided with the principle of “self- 
determination of small nations” proclaimed by President Wilson. Their 
nationality group activities hence were also geared to the American war 
aims—although many of them were, technically, enemy aliens. On that 
account the non-German immigrants from Central-Balkan Europe were 
treated differently than the American Germans, and President Wilson 
refused to apply to them the enemy alien regulations which were used 
against all German aliens.?§ 

Of importance also was the fact that, by the end of the war, the “‘self- 
determination” movements of the Slavs were headed by such world- 
famous figures as the Polish pianist Ignace Paderewski and the great 
Czech philosopher and sociologist, Dr. Thomas G. Masaryk, who suc- 
ceeded in gaining access to another “professor,” Woodrow Wilson, and 
possibly, to a degree, influenced his ‘‘self-determination” program.?® 

26 Higham, of. cit., p. 213. 

2T L., E. Aylsworth, "The Passing of Alien Suffrage,” American Political Science Re- 
view, Vol. 25 (1931), pp. 114-16. Three states amended their constitutions in that 
respect in 1918, and the rest followed right after World War I. 

28 The sympathies of President Wilson were not, however, always with the Slavs; for 
details, see O'Grady, op. cit. 


29 Thomas G. Masaryk, The Making of a State: Memories and Observations, 1914— 
1918 (New York: Stokes, 1926), and especially pp. 218-23, 235-62. For the Polish 
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As far as the other Slavs were concerned, the Bolshevik Revolution, 
which scared the life out of most Americans, weakened American en- 
thusiasm for the ambitions of the American Russians and Ukrainians. 
The American Bulgarians, thanks to the smallness of their number in the 
United States, produced no particular reactions at all.3° 

Yet racism had its proponents during World War I, although any type 
of xenophobia, not directly related to the war effort, was discouraged; 
anti-Catholicism was subdued, and racial nativism was not too popular 
since the United States was aligned with Italy and Japan against Germany. 
Nevertheless, racism was by no means dead, and Madison Grant’s The 
Passing of the Great Race (1916) noted, casually, that the war was an- 
other deplorable example of an old suicidal bloodletting among the Nor- 
dics. What promoted the undercurrents of racial chauvinism, and espe- 
cially in the immediate postwar years, was the realization of the radical 
political activities of some Slavic and other Central-Eastern-Balkan Euro- 
pean immigrants. They also produced left-wing spokesmen who de- 
nounced the war as a capitalistic blood bath. The resulting hatred of 
radicalism was turned especially against the Industrial Workers of the 
World, the tiny anarchist groups, and the fading Socialist Party. The 
provisions of the Espionage Act which banned disloyal literature from 
the mails was used mostly against left-wing publications, and some west- 
ern states passed criminal syndicalism laws. But, in general, the attacks 
on radicalism became thoroughly interwoven with the anti-German hys- 
teria.>* 

The general anti-alien feelings and the fear of radicalism were intensi- 
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fied by European events. The Bolsheviks seized control in Russia in 
November, 1917, and made a separate peace with Germany the following 
March—-and they boldly raised the banner of world communism. The 
intoxicating quality of the trend of events led the American extremists 
to the point of action. In April, 1919, a bomb was found in the mail 
of Mayor Ole Hansen, a Seattle editor and a conspicuous Red-baiter. A 
day later the maid of Senator Thomas R. Hardwick of Georgia, an 
advocate of immigration restrictions, had her hands blown off when she 
opened a mysterious package addressed to her employer. Other similar 
incidents followed. The most sensational took place in New York on 
September 16, 1920, when a terrific noonday blast in crowded Wall Street 
caused the death of 38 persons, injury to hundreds of others, damage to 
the extent of $2 million, and untold harm to the cause of liberalism, 
tolerance, and pro-alien sentiments. 

These and other incidents were more an index of the unusual strain 
of the times than of the real strength or intensity of the revolutionary 
movement, especially among immigrants. Actually all radical ranks were 
divided and confused by the turn of events.®? 

Of importance to us is that the foreign-born workers and radicals 
played a very prominent part in the social upheavals of the time. As a 
keen student reports: 

In addition to the anarchist, the great majority of American communists 
had a recent immigrant background. The bulk of Russian peasants in the 
United States seemed sympathetic to the Bolshevik regime. Also some of 
the biggest strikes occurred in basic industries manned largely by the new 
immigrants... . The great majority of the strikers were recent immigrants, 
and in some places such as Lawrence, Massachusetts, the English-speaking 
employees remained at work while the foreigners were out. In the 
autumn, at the height of the Red Scare, the great steel strike drew together 
376,000 workers, largely from the unorganized masses of Southern and 


Eastern Europe, despite the companies’ best efforts to exploit nationality 
cleavages.38 


The Trends After World War 
THE RADICALISM OF THE Slavic immigrants was not forgotten after World 
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War I—or even ever since." Furthermore, the disastrous consequences 
of aggressive nationalism in Central-Eastern-Balkan Europe after World 
War I added fuel to the anti-immigrant tendencies, although to some 
Americans the question was no longer so much one of loyalty (until the 
post-World War II rise of the influence of Communism—and of Fascism 
and Nazism—among the foreign-born, as well as among some native 
Americans), but one of growing doubt as to whether mass immigration 
could be assimilated, as it had been, to a degree, in the nineteenth century. 

One basic premise underpinning the immigration legislation of 1917- 
1924 and which also animated the McCarran-Walter Act of 1952 was the 
assumption that the national origin of an immigrant was a reliable indica- 
tion of his capacity for Americanization. It was claimed, and science 
presumably was called upon to show, that some people, because of their 
racial and national background, were more capable of becoming Americans 
than others. It was concluded that the “old” immigrants, who had come 
to the United States before 1880, were drawn from the “superior stock” 
of Northern and Western Europe, while those coming afterward were 
drawn from “inferior hordes” of Southern-Eastern Balkan Europe. The 
proponents of the restrictive legislation favored the elimination of the 
“new” while perpetuating the “old” immigrants. This was the logic of 
the literacy test, passed over President Wilson’s veto in 1917. Then 
came the passage of the Johnson Act of 1921 which pushed the base quota 
year from 1910 to 1890 and consolidated the theory of national origins 
motivated by the idea of the inferiority of the “new” immigrants. Con- 
gressman Vestal, arguing in favor of the measure, expressed this clearly. 
The Southern and Eastern immigrants from Europe, he said, “have not 
been of the kind that are readily assimilated or absorbed by our American 
lire." 

The argument was reinforced by the then enormously popular book 
by Madison Grant, The Passing of the Great Race®* According to 
Grant, a distinguished “anthropologist” of the American Museum of 
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Natural History, the “new” immigration contained a large and increasing 
number of the weak, the broken, and the mentally crippled of all races 
drawn from the lowest stratum of the Mediterranean Basin and the 
Balkans, together with hordes of the wretched, submerged populations of 
the Polish ghettos. America’s jails, insane asylums, and almshouses are 
filled with this human flotsam, he maintained; the whole tone of American 
life, social, moral, and political, he insisted had been lowered and vul- 
garized by them. 

These and related racial theories influenced the reports of two govern- 
ment investigations. The first was the detailed study by the Immigration 
Commission under the chairmanship of Senator Dilligham. The second 
was a report by Dr. Harry H. Laughlin of the Carnegie Institution, “the 
expert eugenics agent” of the House Committee on Immigration and 
Naturalization. He testified, from time to time, on what he held to be 
the bad breeding stock that was entering this country, spoiling its inborn 
national qualities. (His most publicized report to the commission pre- 
sented “statistics” on the inmates of American mental institutions, jails, 
and poorhouses, purporting to show that the “new immigration” con- 
tained a disproportionate percentage of “inborn socially inadequate quali- 
fies: sT) 

These reports influenced directly subsequent legislation, for they sup- 
ported theoretical opinions privately held with what appeared to be 
official and presumably scientific proof. The Commission, appointed in 
1907, presented its conclusions in 1910 in 42 volumes. Widely quoted, 
the report figured prominently in the deliberations that produced the 
Johnson Act in 1921; and the Laughlin Report, presented in 1922 and 
printed in 1923, laid the groundwork for the restrictive legislation of 
1924.38 

Looking over the Dillingham report, one is amazed at how unscientific 
it was—and yet how influential. Handlin, for instance, points out that 
“the commission followed the procedure of presenting the introduction 
and conclusion of each individual report, together with its own interpre- 
tative comments, which supplied the judgment on the inferiority of the 
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“new'' immigrants. These comments sprang from its own a priori 
assumptions, not from any evidence—whatever that was worth; some- 
times, indeed, they ran altogether against such evidence.”39 Al the 
racial identifications were confused by the evident desire of the com- 
mission to show that the old immigration was different in racial type 
from the new. ‘Thus Jewish immigrants, though in language and physi- 
cal characteristics akin to the Germans, were reckoned among the Slavs 
or eastern Europeans.’’4° 

Throughout this document’s text and its summary were sprinkled, in 
scattered phrases and sentences, reflections upon the lesser capacity of 
the new immigrants to be Americanized. The English and Irish came to 
the United States “imbued with sympathy for our ideals and our demo- 
cratic institutions.” The “Norse” make “ideal farmers and are often said 
to Americanize more rapidly than do the other peoples who have a new 
language to learn....” For “the German is too well known in America 
to necessitate further discussion.” By contrast, the Serbo-Croatians have 
“savage manners.” Although the “Poles verge toward the ‘northern’ races 
of Europe,” being lighter in color than the Russians, “they are more 
highstrung,” “resembling the Hungarians” in that respect.‘ 


The Varied Reactions to Slavs During World War II 
WITH THE PASSING of the 1924 Restrictive Act, the racist and nativistic 
anti-immigration agitation died out somewhat, although not entirely. In 
general, the academic world came fully under the spell of the conclusions 
of the anthropologists and social workers who insisted that there was no ra- 
cial inequality and that the difficulties of the immigrant were due to the 
poor environmental conditions rather than to their backgrounds. Yet, in 
spite of all the criticism carried on systematically against the act by the influ- 
ential Jewish and immigrant organizations, Congress passed the Walter Mc- 
Carran Immigration Bill, carrying the numerical limitations and the annual 
quota based upon national origins. This passed—in spite of President 
Truman's veto (and his message) of June 25, 1952—by a vote of 278 to 
113. In fact, the quota system was made in some respects even more rigid 
and restrictive by this 1952 Act (which codified the existing legislation). 
It used the national origins of the population of 1920, not of 1950, and 
excluded from consideration Negroes, American Indians, and other non- 
white people. It thus failed to take into account the national origins of 
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the current population. And when defending the act, Senator McCarran 
did not hesitate to use the concept of “race” again: “. . . the national origins 
quota system allocates quota numbers on the basis of the ratio of each 
racial group in the United States to the aggregate population.’’4? 

But, at the same time, the politicians began to be aware also of the 
growing political power of the Slavs, and especially of their descendants. 
Representative Adolph J. Sabath, of Czech backgrounds, was chairman 
of the Western Division, Nationalities Groups, of the Democratic Na- 
tional Committee. During the Presidential campaign, Roosevelt was bar- 
raged with ethnic communications. In fact, in preparation for the 1938 
Presidential campaign, the Foreign Language Citizens Committee of the 
Democratic National Committee set up twenty-six nationality divisions to 
attract the ethnic vote for the Democrats. (Of interest is that the repre- 
sentative of the Croatian-American community was John D. Butkovich, 
who was to become a prime mover behind the American Slav Congress, a 
Communist-dominated organization. )* 

In fact, during the 1940 campaign, both parties made overt appeals 
to Americans of foreign origin. To the benefit of the Czech, Slovak, 
and Slav cause was a series of direct attempts by Nazi and Fascist organi- 
zations to interfere in American politics. But these ceased after Decem- 
ber 7, 1941, although “political parties continued to boil the ethnic waters 
in the interest of party victories.” +4 

In the background was the impact of American local politics controlled 
by several outstanding Americans of foreign backgrounds.*® In the case 
of the Czechs, the earliest of the “new” immigrants, these political influ- 
ences were symbolized in the election of Antonin J. Cermak as Mayor in 
Chicago in 1930; his organization laid the foundation for making for- 
merly Republican Illinois a Democratic stronghold.** He represented 
(like Christopher of San Francisco)*? recent immigrant groups whose 
personal triumphs became symbols for their minority votes. Both were 
enterprising businessmen who knew how to use their ethnic origins as 
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springboards for power. The lonely crowd of minorities had a pride, 
grounded in their cultural heritage, which was the source of their politi- 
cal success. The deprivations of an economically depressed and cultur- 
ally isolated childhood furnished the spur to unsparing physical and 
psychological drives for their ego fulfillment. 

These two immigrant descendants, one a Republican and the other a 
Democrat, epitomized the forces which brought John F. Kennedy to the 
White House. Neither Čermák nor Christopher waited two generations 
as the Kennedys had done to exert their political skills. But other ethnic 
groups had to wait until World War II to solidify their power. In the 
decade after 1945, Joseph Mruc became the first American-Polish Mayor 
of Buffalo. Abraham A. Ribicoff was the first Jewish Governor of Con- 
necticut. John Pastore of Rhode Island was the first U.S. Senator of 
Italian origin. (The Italian-Americans, besides capturing the highest 
offices in Rhode Island, also elected mayors in numerous New Jersey 
cities, and in 1947 displaced the Irish in the chieftainship of Tammany 
Hall.) Recently the Czechs could even boast of one of their descendants 
in the U.S. Senate: Senator Roman Hruska of Nebraska. 

Yet the course of World War II brought on some bitter criticism 
regarding the disloyalty of the Americans Slavs because some of them 
supported, possibly unwittingly, the Communist-dominated All-Slav Con- 
gress. This front group, during the Presidenttal election of 1940, joined 
the American Communist Party in an open attack on President Roosevelt, 
charging him with violation of the “traditional” principle of isolation- 
alism.#® At the same time, American public opinion became quite con- 
fused with the bitter fights between the Czech-Americans and Slovak- 
Americans, between the arguments of the Bulgaro-Americans and the 
Serb-Americans, and the bitterness of the Macedonians against the Bul- 
garians and the Serbs, while the Catholic Serbs scorned the Orthodox 
Serbs, with Ukrainian-Americans being both anti-Polish and anti-Com- 
munist.48 

It has been seldom noted, however, that this fraternal series of inter- 
necine fights has been due more to the revival of traditional historical 
antagonisms among these “new” immigrants by political refugees rather 
than to the continuing concern of the descendants of the new immigrants 
in fighting for political interests of their native lands. 

At the same time, the consequences of World War II helped’ to in- 
form the American and the academic world about the importance of 
Central-Eastern-Balkan Europe, with Soviet Russia fighting on the side 


48 Gross, op. cit. 


Image of the Slav in U. S. History and in linmigration Policy 47 


of the Western Allies and American troops meeting eventually with the 
Russian soldiers on the Elbe, after General Patton’s army had reached 
the suburbs of Prague and then returned to Pilsen (Czechoslovakia) .*9 
Suddenly, following the establishment of the U.S. Army’s area training 
and especially language courses designed to acquaint the American invad- 
ing armies with the Central-Eastern-Balkan area, there sprang up a series 
of “area” courses in the leading as well as the less-known American 
academic institutions, each trying to “cash in” on the awareness that this 
region also had to be included more fully in the curricula. At the begin- 
ning, naturally, these offerings were not always of high quality since there 
was a tendency to appoint, in a hurry, instructors whose only qualification 
was that they had visited this area, however briefly.5° But the situation 
has been gradually improving with the rising number of more thoroughly 
trained products of the graduate departments of Columbia, Harvard, 
Princeton, Notre Dame, University of California, Yale, and other institu- 
tions, and the introduction or rejuvenation of periodicals specializing in 
this field (such as The American Slavic and East European Review, The 
Journal of Central European Affairs, etc.). At the same time, the Slavic 
and other immigrant groups from the Central-Eastern-Balkan area have 
been sponsoring a growing number of publications and periodicals, aim- 
ing to provide more accurate information for the American public about 
the background of their countries and the contributions made by the 
descendants (and now also the refugees) from the Slavic areas.51 
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The Future 
LEGALLY, IN 1965, the new Immigration Law abolished the 41-year-old 
national origins quota system as of June 30, 1968, providing meanwhile 
that the quota numbers not used will be put in a “pool” and be available 
to immigrants in excess of individual quotas. Thus ended the racial ban 
on immigration (while retaining the quota system based on national 
origins.) 

But the social and political considerations remain in a state of flux. 
Even the question of the survival of the war-cultivated interest in “Slav- 
dom” has a questionable future in two respects. In the first place, we 
must remember that much of the interest in this area is due more to the 
communist experiments than to the “Slavic” aspects and much of this 
so-called “interest” has been promoted more by political refugees from 
the communist-dominated areas, rather than by any deep-seated involve- 
ment, emotionally and culturally, of the American-born descendants 
of the Slav immigrants. Political emigrés from behind the “Iron Cur- 
tain” received some indirect support from Washington (“Radio Free 
Europe” being a good example). And it is only natural that political 
immigrants have been trying to secure political and financial support from 
the remains of the immigrants’ settlements in this country. 

But this agitation is facing a bleak future for several reasons. The 
“old” immigrants are dying off; continual political and personal differ- 
ences divide the recent refugees; and within the immigrant settlements 
bitter struggles are waged for leadership and over political orientation. 
Thus, today, the ‘“Czechoslovaks’” are bitterly fought by the “Slovak 
autonomists.”’ ‘There are also differences between the Slovak Protestants 
and Catholics, between the Czech leaders, especially the “old” group 
hoping to take on the mantle of Masaryk and Benes in their hoped-for 
return to Prague, and between the “new” rising younger elements aspir- 
ing to the leadership. 

A similar situation exists in all other Slavic groups in the United States. 
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Although the Haymarket Affair dealt anarchism a knockout blow from 
which it never recovered, the socialist and anarchist currents among 
Slav immigrants, culminating in the Railroad Strike of 1885 and the Hay- 
market Affair, caused very serious repercussions, particularly the subse- 
quent reevaluation of the American Slav immigrant as “the New Immi- 
grant.” ‘The rise of nativistic organizations was another result, and the 
“Melting Pot” ideal was seriously questioned and constantly debated 
thereafter.?° 

In general, the major argument was, on the ideological level, that Amer- 
ica would have to close its doors to more immigrants because recent 
arrivals were impervious to its ideals. The “new” immigrant tended to 
become, in fact, the scapegoat for every political, economic, and social 
grievance. Political corruption, labor conflicts, vice and crime were thus 
strictly foreign products, disseminated through the land it was thought, 
by corrupt “invaders.” “Degenerate actions were the result of decadent 
blood.” The inferior races “drag down the strong” American “stock,” 
in danger of “physical degeneration” through cross-breeding.12 The 
“persistent clannish spirit” was frequently found amoung these foreigners, 
thus disturbing national unity. “Anarchists, ultra-socialists, and dyna- 
miters” had found in America “a safe place in which to preach their 
doctrine of hate, revenge, murder and plunder.” With “such success” 
had the revolutionaries “carried on their proselytizing schemes . . . that 
for a time they seemed to threaten the very foundations of social order.”1* 

In addition, the depression of 1873 contributed to the initial wave of 
discontent with the Slav immigrant. Labor was achieving a militant 
growth; a large percentage of its membership came from Central-Southern 
Europe. And many of the members congregated in the cities and domi- 
nated leftist centers like New York and Chicago. Obviously, “American 
institutions had failed, not because they were faulty, but because an alien 
element had undermined them.’’15 

All the forces contributing to the pessimism of the ’80s increased in 
magnitude in the next decades. Strikes were bigger, more frequent, and 
more violent. The Panic of 1893 was more ruinous. Cities were grow- 
ing bigger, and the “wrong kind” of immigrants was pouring in. Social 


10 For details, see Higham, op. cit., 54—55, 56, 62 111, 138. 

n T. T. Munger, “Immigration by Passport,” Century, 35 (March, 1888), pp. 791-99. 

i2 jrd., p. 793. 

13 “City Immigration Population,” Chautauguan 12 (January, 1891), p. $22. 

14E, A. Hempstead, “Shall Immigration Be Restricted?” Ibid. 8 (July, 1888), pp. 
610-12. 

15 F, C. Jaher, Doubters and Dissenters (Glencoe, Ill.: Free Press, 1964), p, 47. 
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hostility resulting from social and economic difficulties became directed 
against groups that could be classified as “un-American,” more specifically 
the socialists, members of untons and immigrants. The ‘Melting Pot” 
ideal continued to be bitterly argued. 

After 1893 even the most respectable groups frowned on the “new” 
immigrants. Public school battles induced many Americans to fear that 
the new immigrants would swell the ranks of Catholics and assure their 
control over urban education and government. Ingenious experts fore- 
cast race suicide if the canons of evolution continued to be violated by 
inferior “hordes” diluting the native stock. 

By the mid-1890s even the business community was committed to im- 
migration restrictions. Labor also rejected the new immigrants, the 
unions looking upon the immigrant with increased disfavor in job compe- 
tition, for helping to break strikes, and for being intractable when attempts 
were made to unionize them. 


Racism and the Concept of “New” and “Old” Immigration 

ONE OF THE MOST interesting aspects pertaining to the evaluation of the 
Slav immigrant as a sort of “backward,” “inferior,” and “undesirable” 
element in America, legalized until the recent revision of the immigration 
laws, was the influence exerted by the concepts of racialism, violently de- 
nounced by all American modern anthropologists, sociologists and psy- 
chologists, and yet in full operation in the immigration and naturalization 
system of the United States until the law signed by President Johnson 
on October 3, 1965, which became effective December 1, 1965. The new 
law provided for the elimination of the national origins system effective 
July 1, 1968, with a phase-out during the interim period. 

In the background was the changing composition of immigration in 


16 See the articles surveying the various aspects of this problem in B. M. Ziegler, ed., 
Immigration: An American Dilemma (Boston: D. C. Heath, 1953), and especially the 
reprinted articles: H. P. Fairchild, “The Melting Pot Mistake,” pp. 19~24; “Conditions in 
America as Affected by Immigration,” pp. 34-49; E. A. Ross, “Immigrant in Poli- 
tics; The Political Consequences of Immigration,” pp. 71-76; F. L. Auerback, ‘Who 
Are Our New Immigrants?” pp. 92~95; “The Walter-McCarran Immigration Bill,” pp. 
96—97; “President Truman’s Message to the House on the Veto of Immigration Bill,” pp. 
97-103; “Speech of Senator McCarran,” pp. 104-108; “Excerpts from Report by Presi- 
dent’s Commission on Immigration and Naturalization, “Whom We Shall Welcome,’” 
pp. 109-12; “Statement by Senator McCarran Regarding the Report by the President’s 
Commission,” p. 112, See also M. T. Bennett, American Immigration Policies, A History 
(Washington, D.C.: Public Affairs Press, 1963), ch. III, “The Selective Period of Federal 
Restrictions, 1880-1920,” pp. 15-29; ch. IV, “The New Immigration, 1880—1920,” pp. 
30-39; ch. V, “Numerical Restrictions—-The Quota Act of 1921,” pp. 40-46; ch. VI, 
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the last quarter of the nineteenth century. From about 1820 to 1880 
there was a constant flow of immigrants from Europe. They joined the 
older colonists of predominantly English ancestry. These latter, now 
classified as “Old Immigrants,” were primarily Northern Europeans; they 
tended to be Protestant in religion and to resemble in other cultural 
aspects the dominant national pattern. They included German, Irish, 
Scotch, Swedish, Dutch, as well as English immigrants. They came 
during the epoch of an expanding western frontier and most of them 
spread rapidly over the country; many went to the West. A few of 
them, however, formed cultural enclaves throughout the country. Settle- 
ments of German, Swedish, and Dutch descendants can still be found in 
the midwest. Most of the “old” immigrants were soon “‘acculturated” 
to the dominant English-American culture pattern which was then taking 
form and were eventually “assimilated.” 

But in the last decades of the nineteenth century a change occurred in 
the type of immigration. As the frontier was gradually populated, and 
as industry began to develop in the cities in the northeastern region of the 
country, a great demand for cheap labor developed. A wave of “new” 
immigrants came after 1880, mostly from Central and Eastern Europe and 
the Balkans. ‘These mostly did not settle in the rural zones, but crowded 
into the cities. They were mostly Roman Catholics, Orthodox Christians, 
(or Uniates), and Jews, and spoke languages quite strange to the ears of 
the “old” immigrants who’ were then overwhelmingly English-speaking. 
These new arrivals were also less skilled mechanically and often illiterate. 
They were relegated to certain low-paid occupations and small business 
enterprises and took over the low-paying jobs in industry, living in rela- 
tive poverty mostly in “Little Italies,” ““Hunkie Towns,” and similar 
isolated districts in big northern cities, where they could use their own 


language. 


Heritage of Racism 

BECAUSE OF THER linguistic and cultural differences and as a result of 
the competition for better jobs, these “new” immigrants encountered con- 
siderable prejudice. Eventually they were believed to be “racially in- 
ferior” by the northern Anglo-Saxon. They were also accused of being 
more inclined to crime, of being unable to adjust to America’s culture, 
and of wishing to overthrow American institutions in favor of European 
powers and systems, 

In fact, in spite of the insistence of the dominant ideology of Ameri- 
canism that the United States has already been opposed to racism in all 
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forms, actually “in the hundred and eighty years of their independence as 
a nation, astonishingly few (Americans) have rejected racial exclusiveness 
or championed the view that all men are brothers entitled to the same 
rights and privileges regardless of the color of the skin, shape of the 
head, or any other physical characteristics. Not a single one of the great 
popular heroes of democracy—neither Jefferson, Jackson, Lincoln, nor 
Woodrow Wilson—rose much above the common prejudice.” * 

Furthermore, it is seldom noted that America’s type of racism has re- 
mained on the statute books of the present immigration laws until very 
recently, and has ever found respectable academic proponents in terms 
of Puritanism, Anglo-Saxonism, Teutonism, Social Darwinism, Eugenics, 
and “Super-Racism,’’28 

Even some of America’s outstanding sociologists, such as E. A. Ross, 
Henry Pratt Fairchild, Franklin H. Giddings, and others were quite out- 
spoken, especially in their early writings, against the “new” immigrants 
on the basis of race.2® In fact, Professor J. W. Jenks of New York Uni- 
versity was one of the most influential persons in achieving passage of the 
1924 immigration law as one of the members of the Senate Immigration 
Commission. 

In general, before World War I, racism had spread through the North 
as well as the South. Its main attacks were leveled against the Negro 
people, but it took in its sweep the Slavs as being the most numerous of 
the “new” immigrants and, to a lesser degree, the Germans (especially 
during World War I—although these immigrants were previously not 
included among the “new” immigrants), the Irish, and always to a con- 
siderable degree the Jews and Orientals. 


The Fear of “Slavic Peril” 
BEFORE World War I, by a combination of circumstances, the interna- 
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18 Gossett, op. cit.; Solomon, op. cit.; Higham, op. cit; John R. Dos Passos, The 
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and Racism: A Comparative Perspective (New York: John Wiley, 1967), ch. IV, “The 
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Most Dangerous Myth: The Fallacy of Race (Cleveland: World Publishing Co., 1964), p. 
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tional situation was also influencing the predominant American attitude 
toward the “new” immigrants. Russian-American relations were de- 
teriorating at precisely the same time as Slavic immigrants were inundating 
the Northeastern Seaboard and the Middle West. The Russian threat 
appeared grave in the context of fears that these “inferior hordes” (the 
“wild motley throng” that was passing through America’s “unguarded 
Gates,” as Thomas Bailey Aldrich, the genteel editor of the Azantic 
Monthly, expressed it) would destroy the American way of life. Czarist 
absolutism, Russia’s “insatiable ambition,” and the Slavic threat to Anglo- 
Saxon supremacy made Russia the national foe of England and the United 
States.2° Several well-known American observers anxiously awaited the 
“final grapple” that would determine whether “the future of civilization” 
Jay with “the English-speaking people of the world or the Russian Em- 
pire. 2+ 


The Impact of World War I on Immigrant Issues 

WorLD War I raised several antagonistic undercurrents against “foreign- 
ers.” Extreme dislocation of every kind—-combined with initial unem- 
ployment before the war started plus a housing shortage—created argu- 
ments against continued immigration. An uneasy feeling that war was 
coming also existed, and in spite of President Wilson’s reassurances that 
there would be no war, voices began to be heard asking for national 
unity.?? 

While the wars fought by the United States in the nineteenth century 
had diverted nationalism from nativist channels, the situation became 
different in World War I. Then a conflict developed between the United 
States and Germany. Germany had been sending to this country large 
and cohesive masses of immigration. Millions of the descendants of 
these immigrants had—or were presumed by hate-mongerers to have— 
certain nostalgic feelings for the country of their forefathers. Eventually 
all kinds of charges of disloyalty arose, not only against the Germans, but 
against all kinds of suspected “foreigners.” 

It is little known that one of the most important influences in inducing 
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the United States to join the Allies against the Central Powers was the 
work of Captain Emanuel Voska, a Czech immigrant. His target was 
Dr. Heinrich E. Albert, Commercial Attaché of the German Embassy. 
Voska stole Albert’s portfolio containing some very damaging documents 
relating to German sabotage and transmitted them, through British agents, 
to the American authorities.?8 

American periodicals had a field day with the reports of espionage 
and sabotage, and the insistence on national solidarity and the awareness 
that nationality groups in America were divided in their loyalties to the 
United States and the native countries of the immigrants was growing 
rapidly. While the attacks were first directed against the Germans, even- 
tually all “hyphenated Americans” came under suspicion.” 

The Slavs especially presented a real problem to Washington. The 
census showed that in 1917 the American population included about 
4,662,000 people born within the borders of the Central Powers, half of 
them Germans and the other half a queer conglomeration of nationalities 
from Austria-Hungary. Altogether about one-third of America’s foreign 
born came from the enemy territory—and this included all the Slavs 
(except those from Russia before the Bolshevik Revolution). An over- 
whelming majority had not become citizens—and thus, technically, they 
became enemy aliens when the U.S. declared war on Austria-Hungary in 
December, 1917. 

Furthermore, these Slavic nationalities (including the Magyar immi- 
grants, since many had come from Slovakia which at that time was under 
Austria-Hungary) dominated the eastern coal fields and formed perhaps 
two-thirds of the labor forces in the iron and steel industries. An equal 
proportion worked in the slaughterhouses and in most of the munition 
factories.2° Thus, Higham remarks, “the Slovaks, Slovenes, Magyars, 
Bohemians, and all the rest of the great mass from Eastern Europe were 


23 For details, see Emanuel Victor Voska and Will Irwin, Spy and Counterspy (New 
York: Doubleday, 1946). For other anti-Austro-Hungarian propaganda carried on by 
American Czechs, see Charles Pergler, America in the Struggle for Czechoslovak Indepen- 
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N.J.: Princeton University Press, 1957); Mamatey, “The Slovaks and Carpatho-Ruthe- 
nians,” pp. 223-49, and Otakar Odložilík, “The Czechs,” pp. 204-23, in Joseph P. 
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University of Kentucky Press, 1967). 
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not Teutonic, to be sure, nor did American opinion ever view them 
in quite that light. . . . Nevertheless the thought that the adversary had 
at least a technical claim on the sympathies of millions in the industrial 
heart of America was deeply disquieting.”’** These “new” immigrants 
lived “on the other side of the tracks,” and hence little was known about 
their culture patterns and sympathies. Then there was the suspicion that 
many of the aliens, although legally enemies, could control elections in 
certain districts (especially in such states as Indiana, South Dakota, 
Nebraska, Kansas, Missouri, Arkansas, and Texas, where aliens could 
vote on the mere declaration of intention to become citizens) .?7 

There was also the question of drafting aliens for military services. 
The Selective Service Act of May, 1917, exempted enemy aliens and all 
others who had not declared their intention to become citizens. The 
results showed when the growing number of drafted citizens left many 
aliens behind on “the home front.” And there were also some aliens 
who sought exemption from being drafted on the basis of the treaties 
that the United States had with their homelands. 

Fortunately, most of the Slavs from Central-Eastern Europe and the 
Balkans—although not all of them—were sympathetic to the Allied cause. 
Especially so were the minorities from Austria-Hungary; they sponsored 
movements which more or less coincided with the principle of ‘“‘self- 
determination of small nations” proclaimed by President Wilson. Their 
nationality group activities hence were also geared to the American war 
aims—although many of them were, technically, enemy aliens. On that 
account the non-German immigrants from Central-Balkan Europe were 
treated differently than the American Germans, and President Wilson 
tefused to apply to them the enemy alien regulations which were used 
against all German aliens.?§ 

Of importance also was the fact that, by the end of the war, the “‘self- 
determination”? movements of the Slavs were headed by such world- 
famous figures as the Polish pianist Ignace Paderewski and the great 
Czech philosopher and sociologist, Dr. Thomas G. Masaryk, who suc- 
ceeded in gaining access to another “professor,” Woodrow Wilson, and 
possibly, to a degree, influenced his ‘‘self-determination” program.?® 

26 Higham, op. cit., p. 213. 

27L, E. Aylsworth, “The Passing of Alien Suffrage,” American Political Science Re- 
view, Vol. 25 (1931), pp. 114-16. Three states amended their constitutions in that 
respect in 1918, and the rest followed right after World War I. 


28 The sympathies of President Wilson were not, however, always with the Slavs; for 
details, see O'Grady, op. cit, 
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As far as the other Slavs were concerned, the Bolshevik Revolution, 
which scared the life out of most Americans, weakened American en- 
thusiasm for the ambitions of the American Russians and Ukrainians. 
The American Bulgarians, thanks to the smallness of their number in the 
United States, produced no particular reactions at all.3° 

Yet racism had its proponents during World War I, although any type 
of xenophobia, not directly related to the war effort, was discouraged; 
anti-Catholicism was subdued, and racial nativism was not too popular 
since the United States was aligned with Italy and Japan against Germany. 
Nevertheless, racism was by no means dead, and Madison Grant’s The 
Passing of the Great Race (1916) noted, casually, that the war was an- 
other deplorable example of an old suicidal bloodletting among the Nor- 
dics. What promoted the undercurrents of racial chauvinism, and espe- 
cially in the immediate postwar years, was the realization of the radical 
political activities of some Slavic and other Central-Eastern-Balkan Euro- 
pean immigrants. They also produced left-wing spokesmen who de- 
nounced the war as a capitalistic blood bath. The resulting hatred of 
radicalism was turned especially against the Industrial Workers of the 
World, the tiny anarchist groups, and the fading Socialist Party. The 
provisions of the Espionage Act which banned disloyal literature from 
the mails was used mostly against left-wing publications, and some west- 
ern states passed criminal syndicalism laws. But, in general, the attacks 
on radicalism became thoroughly interwoven with the anti-German hys- 
teria.31 

The general anti-alien feelings and the fear of radicalism were intensi- 
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fied by European events. The Bolsheviks seized control in Russia in 
November, 1917, and made a separate peace with Germany the following 
March—and they boldly raised the banner of world communism. The 
intoxicating quality of the trend of events led the American extremists 
to the point of action. In April, 1919, a bomb was found in the mail 
of Mayor Ole Hansen, a Seattle editor and a conspicuous Red-baiter. A 
day later the maid of Senator Thomas R. Hardwick of Georgia, an 
advocate of immigration restrictions, had her hands blown off when she 
opened a mysterious package addressed to her employer. Other similar 
incidents followed. The most sensational took place in New York on 
September 16, 1920, when a terrific noonday blast in crowded Wall Street 
caused the death of 38 persons, injury to hundreds of others, damage to 
the extent of $2 million, and untold harm to the cause of liberalism, 
tolerance, and pro-alien sentiments. 

These and other incidents were more an index of the unusual strain 
of the times than of the real strength or intensity of the revolutionary 
movement, especially among immigrants. Actually all radical ranks were 
divided and confused by the turn of events.3? 

Of importance to us is that the foreign-born workers and radicals 
played a very prominent part in the social upheavals of the time. As a 
keen student reports: 

In addition to the anarchist, the great majority of American communists 
had a recent immigrant background. ‘The bulk of Russian peasants in the 
United States seemed sympathetic to the Bolshevik regime. Also some of 
the biggest strikes occurred in basic industries manned largely by the new 
immigrants. ... The great majority of the strikers were recent immigrants, 
and in some places such as Lawrence, Massachusetts, the English-speaking 
employees remained at work while the foreigners were out. In the 
autumn, at the height of the Red Scare, the great steel strike drew together 
376,000 workers, largely from the unorganized masses of Southern and 
Eastern Europe, despite the companies’ best efforts to exploit nationality 
cleavages.33 

The Trends After World War 


THE RADICALISM OF THE Slavic immigrants was not forgotten after World 
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War I—or even ever since.** Furthermore, the disastrous consequences 
of aggressive nationalism in Central-Eastern-Balkan Europe after World 
War I added fuel to the anti-immigrant tendencies, although to some 
Americans the question was no longer so much one of loyalty (until the 
post-World War II rise of the influence of Communism—and of Fascism 
and Nazism—among the foreign-born, as well as among some native 
Americans), but one of growing doubt as to whether mass immigration 
could be assimilated, as it had been, to a degree, in the nineteenth century. 

One basic premise underpinning the immigration legislation of 1917- 
1924 and which also animated the McCarran-Walter Act of 1952 was the 
assumption that the national origin of an immigrant was a reliable indica- 
tion of his capacity for Americanization. It was claimed, and science 
presumably was called upon to show, that some people, because of their 
racial and national background, were more capable of becoming Americans 
than others. It was concluded that the “old” immigrants, who had come 
to the United States before 1880, were drawn from the “superior stock” 
of Northern and Western Europe, while those coming afterward were 
drawn from “inferior hordes” of Southern-Eastern Balkan Europe. The 
proponents of the restrictive legislation favored the elimination of the 
“new” while perpetuating the “old” immigrants. This was the logic of 
the literacy test, passed over President Wilson’s veto in 1917. Then 
came the passage of the Johnson Act of 1921 which pushed the base quota 
year from 1910 to 1890 and consolidated the theory of national origins 
motivated by the idea of the inferiority of the “new” immigrants. Con- 
gressman Vestal, arguing in favor of the measure, expressed this clearly. 
The Southern and Eastern immigrants from Europe, he said, “have not 
been of the kind that are readily assimilated or absorbed by our American 
lite, = 

The argument was reinforced by the then enormously popular book 
by Madison Grant, The Passing of the Great Race®* According to 
Grant, a distinguished “anthropologist” of the American Museum of 
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Natural History, the “new” immigration contained a large and increasing 
number of the weak, the broken, and the mentally crippled of all races 
drawn from the lowest stratum of the Mediterranean Basin and the 
Balkans, together with hordes of the wretched, submerged populations of 
the Polish ghettos. America’s jails, insane asylums, and almshouses are 
filled with this human flotsam, he maintained; the whole tone of American 
life, social, moral, and political, he insisted had been lowered and vul- 
gatized by them. 

These and related racial theories influenced the reports of two govern- 
ment investigations. The first was the detailed study by the Immigration 
Commission under the chairmanship of Senator Dilligham. The second 
was a report by Dr. Harry H. Laughlin of the Carnegie Institution, “the 
expert eugenics agent” of the House Committee on Immigration and 
Naturalization. He testified, from time to time, on what he held to be. 
the bad breeding stock that was entering this country, spoiling its inborn 
national qualities. (His most publicized report to the commission pre- 
sented “‘statistics” on the inmates of American mental institutions, jails, 
and poorhouses, purporting to show that the “new immigration” con- 
tained a disproportionate percentage of “inborn socially inadequate quali- 
ties.”’37) 

These reports influenced directly subsequent legislation, for they sup- 
ported theoretical opinions privately held with what appeared to be 
official and presumably scientific proof. The Commission, appointed in 
1907, presented its conclusions in 1910 in 42 volumes. Widely quoted, 
the report figured prominently in the deliberations that produced the 
Johnson Act in 1921; and the Laughlin Report, presented in 1922 and 
printed in 1923, laid the groundwork for the restrictive legislation of 
1924.38 

Looking over the Dillingham report, one is amazed at how unscientific 
it was—and yet how influential. Handlin, for instance, points out that 
“the commission followed the procedure of presenting the introduction 
and conclusion of each individual report, together with its own interpre- 
tative comments, which supplied the judgment on the inferiority of the 
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an Immigrant-Receiving Nation, House Committee on Immigration, 68th Congress, Ist 
Sess., Washington, 1924, 

38 For details on the events leading to the passing of the 1924 legislation, see Oscar 
Handlin, Race and Nationality in American Life, op. cit., ch. v, “Old Immigrants and 
New,” pp. 74-110; Higham, op. cit., ch. 11, “Closing the Gates,” pp. 300-30. 
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“new immigrants. These comments sprang from its own a priori 
assumptions, not from any evidence—whatever that was worth; some- 
times, indeed, they ran altogether against such evidence.”® All the 
racial identifications were confused by the evident desire of the com- 
mission to show that the old immigration was different in racial type 
from the new. ‘Thus Jewish immigrants, though in language and physi- 
cal characteristics akin to the Germans, were reckoned among the Slavs 
or eastern Europeans.” 49 

Throughout this document’s text and its summary were sprinkled, in 
scattered phrases and sentences, reflections upon the lesser capacity of 
the new immigrants to be Americanized. The English and Irish came to 
the United States “imbued with sympathy for our ideals and our demo- 
cratic institutions.” The ‘‘Norse’’ make “ideal farmers and are often said 
to Americanize more rapidly than do the other peoples who have a new 
language to learn... .” For “the German is too well known in America 
to necessitate further discussion.”. By contrast, the Serbo-Croatians have 
“savage manners.” Although the “Poles verge toward the ‘northern’ races 
of Europe,” being lighter in color than the Russians, “they are more 
highstrung,” “resembling the Hungarians” in that respect.‘ 


The Varied Reactions to Slavs During World War II 
WITH THE PASSING of the 1924 Restrictive Act, the racist and nativistic 
anti-immigration agitation died out somewhat, although not entirely. In 
general, the academic world came fully under the spell of the conclusions 
of the anthropologists and social workers who insisted that there was no ra- 
cial inequality and that the difficulties of the immigrant were due to the 
poor environmental conditions rather than to their backgrounds, Yet, in 
spite of all the criticism carried on systematically against the act by the influ- 
ential Jewish and immigrant organizations, Congress passed the Walter Mc- 
Carran Immigration Bill, carrying the numerical limitations and the annual 
quota based upon national origins. This passed—in spite of President 
Truman's veto (and his message) of June 25, 1952—by a vote of 278 to 
113. In fact, the quota system was made in some respects even more rigid 
and restrictive by this 1952 Act (which codified the existing legislation). 
It used the national origins of the population of 1920, not of 1950, and 
excluded from consideration Negroes, American Indians, and other non- 
white people. It thus failed to take into account the national origins of 


38 Handlin, op. cit., p. 82. 
40 Ibid., p. 85. 
41 | bid, 
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the current population. And when defending the act, Senator McCarran 
did not hesitate to use the concept of “race” again: “... the national origins 
quota system allocates quota numbers on the basis of the ratio of each 
racial group in the United States to the aggregate population.” 

But, at the same time, the politicians began to be aware also of the 
growing political power of the Slavs, and especially of their descendants. 
Representative Adolph J. Sabath, of Czech backgrounds, was chairman 
of the Western Division, Nationalities Groups, of the Democratic Na- 
tional Committee. During the Presidential campaign, Roosevelt was bar- 
raged with ethnic communications. In fact, in preparation for the 1938 
Presidential campaign, the Foreign Language Citizens Committee of the 
Democratic National Committee set up twenty-six nationality divistons to 
attract the ethnic vote for the Democrats. (Of interest is that the repre- 
sentative of the Croatian-American community was John D. Butkovich, 
who was to become a prime mover behind the American Slav Congress, a 
Communist-dominated organization.) *% 

In fact, during the 1940 campaign, both parties made overt appeals 
to Americans of foreign origin. To the benefit of the Czech, Slovak, 
and Slav cause was a series of direct attempts by Nazi and Fascist organi- 
zations to interfere in American politics. But these ceased after Decem- 
ber 7, 1941, although “political parties continued to boil the ethnic waters 
in the interest of party victories.’’*4 

In the background was the impact of American local politics controlled 
by several outstanding Americans of foreign backgrounds.*® In the case 
of the Czechs, the earliest of the “new” immigrants, these political influ- 
ences were symbolized in the election of Antonin J. Cermak as Mayor in 
Chicago in 1930; his organization laid the foundation for making for- 
merly Republican Ilinois a Democratic stronghold.4* He represented 
(like Christopher of San Francisco)*? recent immigrant groups whose 
personal triumphs became symbols for their minority votes. Both were 
enterprising businessmen who knew how to use their ethnic origins as 


42 Senator McCarran, in Congressional Record—Senate, June 27, 1952, pp. 84—61- 
8463, reprinted in Ziegler, op. cit., pp. 104-08. 

43 Committee on Un-American Activities, U.S. House of Representatives, Report on 
the American Slav Congress and Associated Organizations (Washington, D.C., June 26, 
1949), pp. 99, 101, 105. 

*4 For details see Gerson, op. cit., pp. 127, 131. 

45 Feliks Gross, “Political Emigration from Iron Curtain Countries,” pp. 175-216, in 
Joseph S. Roucek, ed., ‘‘Moscow’s European Satellites,” Je Annals of the American Acad- 
emy of Political and Social Science, Vol. 271 (September, 1950). 

46 Alex Gottfried, Boss Cermak of Chicago (Seattle, Washington: University of Wash- 
ington Press, 1962). 

*7?George Dorsey, Christopher of San Francisco (New York: Macmillan, 1962). 
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sptingboards for power. The lonely crowd of minorities had a pride, ` 
grounded in their cultural heritage, which was the source of their politi- 
cal success. The deprivations of an economically depressed and cultur- 
ally isolated childhood furnished the spur to unsparing physical and 
psychological drives for their ego fulfillment. 

These two immigrant descendants, one a Republican and the other a 
Democrat, epitomized the forces which brought John F. Kennedy to the 
White House. Neither Čermák nor Christopher waited two generations 
as the Kennedys had done to exert their political skills. But other ethnic 
groups had to wait until World War II to solidify their power. In the 
decade after 1945, Joseph Mruc became the first American-Polish Mayor 
of Buffalo. Abraham A. Ribicoff was the first Jewish Governor of Con- 
necticut. John Pastore of Rhode Island was the first U.S. Senator of 
Italian origin. (The Italian-Americans, besides capturing the highest 
offices in Rhode Island, also elected mayors in numerous New Jersey 
cities, and in 1947 displaced the Irish in the chieftainship of Tammany 
Hall.) Recently the Czechs could even boast of one of their descendants 
in the U.S. Senate: Senator Roman Hruska of Nebraska. 

Yet the course of World War II brought on some bitter criticism 
regarding the disloyalty of the Americans Slavs because some of them 
supported, possibly unwittingly, the Communist-dominated All-Slav Con- 
gress. This front group, during the Presidential election of 1940, joined 
the American Communist Party in an open attack on President Roosevelt, 
charging him with violation of the “traditional”? principle of isolation- 
alism.*8 At the same time, American public opinion became quite con- 
fused with the bitter fights between the Czech-Americans and Slovak- 
Americans, between the arguments of the Bulgaro-Americans and the 
Serb-Americans, and the bitterness of the Macedonians against the Bul- 
garians and the Serbs, while the Catholic Serbs scorned the Orthodox 
Serbs, with Ukrainian-Americans being both anti-Polish and anti-Com- 
munist.*8 

It has been seldom noted, however, that this fraternal series of inter- 
necine fights has been due more to the revival of traditional historical 
antagonisms among these “new” immigrants by political refugees rather 
than to the continuing concern of the descendants of the new immigrants 
in fighting for political interests of their native lands. 

At the same time, the consequences of World War II helped to in- 
form the American and the academic world about the importance of 
Central-Eastern-Balkan Europe, with Soviet Russia fighting on the side 
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of the Western Allies and American troops meeting eventually with the 
Russian soldiers on the Elbe, after General Patton’s army had reached 
the suburbs of Prague and then returned to Pilsen (Czechoslovakia) .*° 
Suddenly, following the establishment of the U.S. Army’s area training 
and especially language courses designed to acquaint the American invad- 
- ing armies with the Central-Eastern-Balkan area, there sprang up a series 
of “area” courses in the leading as well as the less-known American 
academic institutions, each trying to “cash in” on the awareness that this 
region also had to be included more fully in the curricula. At the begin- 
ning, naturally, these offerings were not always of high quality since there 
was a tendency to appoint, in a hurry, instructors whose only qualification 
was that they had visited this area, however briefly.5° But the situation 
has been gradually improving with the rising number of more thoroughly 
trained products of the graduate departments of Columbia, Harvard, 
Princeton, Notre Dame, University of California, Yale, and other institu- 
tions, and the introduction or rejuvenation of periodicals specializing in 
this field (such as The American Slavic and East European Review, The 
Journal of Central European Affairs, etc.). At the same time, the Slavic 
and other immigrant groups from the Central-Eastern-Balkan area have 
been sponsoring a growing number of publications and periodicals, aim- 
ing to provide more accurate information for the American public about 
the background of their countries and the contributions made by the 
descendants (and now also the refugees) from the Slavic areas.51 


49 Why the United States armies stopped and let the Russians capture Berlin and 
Prague has been gradually “discovered” only in recent years; see “Six Weeks That Shaped 
History,” U.S. News & World Report, Vol. 37, No. 24, December 10, 1954, pp. 28—31; 
Toni Lazzarino, “The Final Guns: Did Stalin Betray Us in the Battle of the Bulge,” The 
American Legion Magazine, Vol. 84, No. 1, January, 1968, pp. 6-48. Although Patton’s 
enforced retreat from the suburbs of Prague to Pilsen was one of the most important 
factors leading to the erection of the “Iron Curtain,” strangely enough the biographers of 
General Patton seldom, if ever, mention this incident; see Harry H. Semmes, Portrait of 
Patton (New York: Appleton-Century-Crofts, 1955); Charles M. Codman, Drive 
(Boston: Little, Brown, 1957). 

5° Joseph S. Roucek, “Russlandkiinder in den USA,” in Jahrbücher fur Geschichte 
Osteuropas (Munich), Vol. 4, No. 1, 1956, pp. 64-71; Beware! Tourists Reporting on 
Russia, An Analysis of Tourist Testimony on Soviet Russia, Prepared for the Subcommittee 
to Investigate the Administration of the Internal Security Act and Other Internal Security 
Laws of the Committee on the Judiciary, U.S. Senate, 86th Congress 2nd Sess., February 
6, 1960 (Washington: Government Printing Office, 1960). 

51 See such periodicals as International Peasant Union, Bulletin, 285 Central Park West, 
New York, N.Y. 10024; The Ukrainian Quarterly, 302 West 13th Street, New York, N.Y. 
10014; the publications of Jésef Pilsudski Institute of America, 381 Park Avenue South, 
New York, N.Y. 10016; the Polish Institute of Arts and Sciences in America, Inc., 50 
East 66th Street, New York, N.Y. 10021; the Kosciusko Foundation, 15 East 65th Street, 
New York, N.Y. 10021, etc.; the publications of the Czechoslovak Society of Arts and 
Sciences in America, Inc., 381 Park Avenue South, New York, N.Y. 10016, and of the 
Dominican House of Studies (for Croatian Culture), 1125 East 50th Street, Chicago, etc. 
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The Future 
LEGALLY, IN 1965, the new Immigration Law abolished the 41-year-old 
national origins quota system as of June 30, 1968, providing meanwhile 
that the quota numbers not used will be put in a “pool” and be available 
to immigrants in excess of individual quotas. Thus ended the racial ban 
on immigration (while retaining the quota system based on national 
origins.) 

But the social and political considerations remain in a state of flux. 
Even the question of the survival of the war-cultivated interest in “Slav- 
dom” has a questionable future in two respects. In the first place, we 
must remember that much of the interest in this area is due more to the 
communist experiments than to the “Slavic” aspects and much of this 
so-called “interest” has been promoted more by political refugees from 
the communist-dominated areas, rather than by any deep-seated involve- 
ment, emotionally and culturally, of the American-born descendants 
of the Slav immigrants. Political emigrés from behind the “Iron Cur- 
tain” received some indirect support from Washington (“Radio Free 
Europe” being a good example). And it is only natural that political 
immigrants have been trying to secure political and financial support from 
the remains of the immigrants’ settlements in this country. 

But this agitation is facing a bleak future for several reasons. ‘The 
“old” immigrants are dying off; continual political and personal differ- 
ences divide the recent refugees; and within the immigrant settlements 
bitter struggles are waged for leadership and over political orientation. 
Thus, today, the ‘‘Czechoslovaks” are bitterly fought by the “Slovak 
autonomists.” There are also differences between the Slovak Protestants 
and Catholics, between the Czech leaders, especially the “old? group 
hoping to take on the mantle of Masaryk and Benes in their hoped-for 
return to Prague, and between the “new” rising younger elements aspir- 
ing to the leadership. | 

A similar situation exists in all other Slavic groups in the United States. 
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‘total number of peasants who migrated to the cities during 1958-1959, 
8675, or 44.5 per cent, came from Amarah (a southern province). See 
Table 1. 
H 
Agrarian Reform Before the 1958 Revolution 
AS A RESULT of the growing discontent of the peasants, many recommenda- 
tions and suggestions have been advanced for changing the system of land- 
TABLE 1 


NUMBER OF PEASANTS IN IRAQ WHO MIGRATED TO CITIES" 
(By province, 1958—1959) 


Province No. of migrants Per cent of 
migrants 
North 
Mosul 3,228 16.6 
Arbil 542 2.8 
Kirkuk 368 1.9 
Sulaimaniyah 713 3.7 
Center 
Baghdad* 1,677 8.6 
Dialah 386 2.0 
Hilla 1,95 1 10.0 
Kerbala 71 oe 
Ramadi 409 2.1 
Kut 651 3.3 
South 
Diwaniyah 444 2.3 
Nasiriyah 106 0.5 
Amarah 8,675 44.5 
Basrah 276 4 
Total 19,497 100.0 


Source: Compiled and computed from data in Results of the Agricultural and Livestock 
Census in Iraq for the Year 1958-1959. 
“From its rural areas. 


ownership and for solving or minimizing the social problems that confront 
rural Iraq. 

Recommendations of the officials. ‘The first of these recommendations 
was presented by Yaseen al-Hashimi. During his term as governor of 
Nastriyah Province, al-Hashimi submitted a report to the Ministry of In- 
terior in which he condemued the Jarge landowners and their agents as an 
obstacle to agticultural development. He recommended that the fellab’s 
(peasant’s) share “must not be less than 60 per cent” of the produce.?° 


10 Official Report No. 4966, August 20, 1924. 
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Fahmi, in his report to the Ministry of Finance, also pointed out that 
the large landholdings of some individuals should not be an obstacle in 
the way of an equitable system of tenancy. “It is impossible to admit 
the right of enjoyment of the benefits of the lands to those landowners 
who did not formerly participate in the activities relating to cultivating 
them.” Therefore, the lands “should go back to those who used to culti- 
vate them in former years before they passed into the hands of the present 
landowners.” 12 Fahmi, however, did not agree with the opinion that the 
land in question and the right of tenancy should be granted to the present 
cultivators for the sole reason that the latter were plowing and cultivating 
it. He believed that “if the motive behind this view is the desire to safe- 
guard the rights and welfare of the class of the ‘Fellah, I am not con- 
vinced that this hope can be fulfilled. So far from achieving real im- 
provements in this country from an administrative and social point of view, 
an attempt to attain the desired effect through this method would very likely 
not ensure to the cultivator any more than he is enjoying under the present 
conditions.” 13 

Fahmi suggested that in order to eliminate this complicated state of 
affairs, “the establishment of well-defined and permanent rules, is essen- 
tial.” 14 

Recommendations also have been advanced by other officials, which, in 
essence, do not differ from the foregoing recommendations. They all 
maintained that the status of the peasant should be improved. 

Dowson’s recommendations. In 1929 the government of Iraq re- 
quested Sir Ernest Dowson, a British land expert, to study the land prob- 
lem. In his report to the government, Dowson admitted that the general 
absence of reliable information was baflling.1* However, “the lack of a 
well-documented collection of information about existing conditions of 
Jand tenure throughout the country was not on consideration surprising, 
having regard to the vicissitudes of modern Iraq’s short history.” 37 The 
main point emphasized in his report was “the injurious effect of the pre- 


11 Fahmi, op. cit., p. 27. 

12 Ibid., p. 25. 

13 Ibid., p. 26. 

14 Ibid., p. 24. 

15 Saad Salih, Report No. 8457 Concerning Amarah Lands, May 9, 1944; Hashim 
Jawad, The Social Structure of Iraq (Baghdad: New Publishers, 1945); Abdul Razak 
al-Dhahir, Feudalism in Iraq (in Arabic), (Cairo, 1946). 

16 Sir Ernest Dowson, An Inquiry into Land Tenure and Related Questions: Proposals 
for the Initiation of Reform (a report submitted to the Iraqi Government), (Letchworth, 
England: Garden City Press, 1931), p. 7.» 

17 Ibid., p. 6. 
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vailing welter of insecurity and confusion both on agricultural productivity 
and on public order.” 18 

According to Dowson, the confused nature of land tenure throughout 
Iraq is generally not confined to one kind of land. Therefore, the main 
problem of land tenure is the need to establish security and clarity of tenure 
by a general definition and settlement on a clear legal basis. “A systematic 
settlement offers the only realizable prospect of establishing any general 
certainty and security of land tenure throughout the country.” 19° Thus he 
recommended that “The best course would be to establish a special Land 
Court to operate in conjunction with settlement and to hear appeals from, 
or cases referred to it by, the settlement authorities. Careful provision 
would have to be made to limit these cases to the minimum strictly justified 
and necessary.... It [Land Court] would be able to deal with the cases 
submitted to it more rapidly and consistently and with much greater in- 
sight than the ordinary courts.” 2° This recommendation was impracti- 
cable. There were many courts in Iraq which dealt with the settlement of 
land titles, but they were partial to some of the influential individuals. 
Dowson himself stated: “Personal influence with the most effective 
arbiter is commonly the decisive factor at any moment in any particular 
land dispute; and anyone may find the most convincing claims set aside.” 21 

The International Bank’s recommendations. A mission organized by 
the International Bank for Reconstruction and Development submitted to 
the government of Irag a series of recommendations covering a broad 
field. As for the landownership problem, the mission recommended that 
the “living standard” of the peasant should be improved by a rise in 
productivity. Since Iraq is one of the Middle Eastern countries which 
have large reserves of arable land, the increase in agricultural production 
will inevitably come from the settlment of new land (by small holders) .?? 
The mission, however, realized that farmers need access to credit facilities 
in order to purchase fertilizers, draft animals, tools, and machinery, and 
that the Agricultural Bank “does not at present adequately serve their 
needs,” 23 

The Government Policy. As a result of these recommendations and 
proposed solutions, many laws were passed, some of which dealt with 


18 Thid., p. 75. 

19 Ibid., p. 45. See also pp. 6, 34, 43, 56,75. 

20 Ibid., p. 46, See also pp. 47, 77. 

21 [bid., p. 27. 

22 International Bank for Reconstruction and Development, The Economic Develop- 
ment of Iraq (Baltimore: The Johns Hopkins Press, 1952), pp. 218, 267. See also p. 104. 

23 Jbid., p. 259. 
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the land question in specific provinces. For example, Law No. 42 of 1952 
and Law No. 53 of 1955 provided that half of the agricultural land of 
Amarah be leased to peasants. Law No. 40 of 1952 also required that 
the large landholdings owned by a few individuals in Nasiriyah be appor- 
tioned and leased to the actual cultivators (peasants). Theoretically these 
Jaws were beneficial, but in practice they failed to accomplish their pur- 
pose mainly because of the resistance of the large landowners. Law No. 
11 of 1940, concerning land settlement and problems, established 5000 
donums as the maximum size of land parcels which might be sold and 
registered legally. The defect of this law was that the government per- 
mitted large holdings. 

Failure of these laws, accompanied by the growing unrest of the peasants, 
facilitated the passage of Laws 23 of 1945, 43 of 1951, and 52 of 1952 
concerning seven settlement projects. The main purpose of these projects 
was to improve the economic conditions of the peasants by allowing them 
to gain ownership of land distributed by the government and by providing 
them with some essential services, especially in the fields of education, 
health, and technical assistance.2* Some of the objectives of these projects 
were achieved. Generally speaking, the settlers were contented and also 
safe from the shaikhs’ oppression. Medical services, educational fa- 
cilities (with the help of the UNESCO), and technical assistance (with the 
help of the United States) were provided to the settlers. However, the 
projects had quite a few shortcomings such as salinity of the soil, relative 
absence of drainage facilities, lack of adequate storage facilities, the high 
cost of transporting crops to the market, an inadequate system of agri- 
cultural credit (especially in the beginning years of the settlement),?° 
failure of the cooperative movement, and the settlers’ suspicion of the 
government.26 Moreover, ownership rights to State land were not trans- 
ferred solely to farmers. The settlement law No. 43 of 1951 stated 
(Article 6) that up to 25 per cent of the total State lands in the settlement 
areas be distributed to graduates of: the Iraqi agricultural schools, retired 
soldiers and policemen, and retired army and police officers, provided that 


24 Four of these projects (Makhmour, Shahrazoor, Sinjar, and Hawija) are situated in 
the north and three (Dujailah, Latifiyah, and Mussayib) in the central parts of Iraq. For 
detailed information on these projects see Warren E. Adams, “The Pre-Revolutionary 
Decade of Land Reform in Iraq,” Economic Development and Cultural Change, Vol. 11 
(April, 1963), pp. 267-88; and Hassan Mohammed Ali, Land Reclamation and Settle- 
ment in Iraq (Baghdad: Baghdad Printing Press, 1955), pp. 70-190. 

25 Quite a few cases were reported of peasants who suffered indebtedness and sought 
loans from moneylenders who charged exorbitant interest rates, 

28 Generally speaking, the mistrust resulted from the long history of the land ques- 
tion, during which the government almost always sided with the large landowners. 
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the government was ‘'‘satisfied with their abilities for agricultural work.” 
The fact is that in Iraq educated and semieducated individuals are less 
interested than the farmers in cultivating the soil. A sizable number of 
the peasants who were under the influence of the large landowners could 
have benefited from these lands. 
III 
Agrarian Reform After the 1958 Revolution 

THE REVOLUTIONARY GOVERNMENT announced on August 4, 1958, that 
produce of the land must be equally shared by the landowner and by the 
peasant who works the land, and that the landowner will be responsible 
for the irrigation and management of his land. 

The Agrarian Reform Law of 1958. On September 30, 1958, the late 
Prime Minister Abdul Karim Qassem announced, over the Baghdad radio, 
the birth of the Agrarian Reform Law. The aim of this law is not only 
to distribute land to the peasants but also “to destroy the political in- 
fluence which the feudal lords enjoy as a result of their ownership of vast 
areas of land... influence which [has been] used to place obstacles in the 
way of governmental administration.” 27 Moreover, the law has the ob- 
jective of raising the “standard” of living of the peasants as well as the 
standards of agricultural production. 

The Agrarian Reform Law and its amendments (as of December 31, 
1964), deal with limitations on the size of agricultural landholdings, for- 
mation of agricultural cooperative associations, making of agricultural 
contracts, and definition of the rights of the agricultural worker. Con- 
cerning the limitations on the size of agricultural holdings, the law 
states that the arable land possessed by one person shall not exceed 1000 
donums (or 2000 donums in non-irrigated areas). Holdings in excess 
of the maximum will be seized by the government within ten years follow- 
ing the enactment of the law.?® However, until the time comes for com- 
plete seizure of the excess land, proprietors may continue to make ap- 
propriate use of all the agricultural land they possess. Owners will be 
entitled to compensation for their lands and for immovable property, 
pumps, tools, and machinery which the government may decide to take 
over. Compensation is to be paid in cash if the value is no more than 1000 
dinars ($2,800).2° Amounts exceeding 1000 dinars will be paid with 


27 From a speech by the former Minister of Agriculture, Hudaib al-Haj Himoud 
broadcast over Baghdad Radio, September 30, 1958. See Agrarian Reform Law of the 
Republic of Iraq, published by the Office of the Cultural Attaché, Embassy of Iraq, Wash- 
ington, D.C., October, 1958. 

28 The period was initially five years. 

29 One Iraqi dinar equals $2.80, 
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government bonds bearing 1 per cent interest and redeemable within 
twenty years for amounts up to 10,000 dinars, and within forty years if 
the amount exceeds 10,000 dinars. 

Right to such land taken by the government, and to land already held 
by the State, “shall be handed over to small landholders” within ten years 
following the enactment of the law.8° Each new holding shall be no 
smaller than 30 donums and no larger than 60 donums of irrigated land, 
no smaller than 60 donums and no larger than 120 donums in non-irri- 
gated areas, depending on the quality of the land. Units below the mini- 
mum prescribed limit may be distributed “if this is dictated by the circum- 
stances of the distribution.” One who receives an allotment of land must 
be an Iraqi, an adult, and a farmer by profession. Priority shall be given 
to those who are actually cultivating the land, and the new landholder must 
pay the established price plus 20 per cent of that price in equal installments 
spread over a forty-year period. Interest of 1 per cent annually is to be 
charged on the unpaid balance. Moreover, within five years of the date 
of acquiring the land the new settler should bring it under cultivation or his 
title to the land will be revoked and he will be considered as a tenant. 
Those who are current in all their payments have the right to transfer 
the land title, provided that five years have passed after the date of 
acquisition, 

The law also states that agricultural contracts between the landowner 
and the agricultural worker must be arranged as of the beginning of the 
agricultural season following the enactment of the law. The landowner 
is responsible for the management and for providing the worker with 
arable land, seeds, and irrigation facilities, while the worker must under- 
take to carry out his duty to give the land the necessary care, to use the 
best possible agricultural methods, and to harvest the crops. Crop shares 
must be distributed as shown in Table 2. The High Organization for 
the Agrarian Reform, in its meeting on March 11, 1963, decided to change 
the laborer’s share from 50 to 53 per cent if land is irrigated by flow or 
watered by rain and to 43 per cent if land is irrigated by artificial means. 
A farmer who intentionally takes shares exceeding those allocated by the 
law, or “breaks or neglects his obligations in respect of taking good care 
of the land or who cultivates the land in a manner resulting in its poor 
productivity” shall be imprisoned for a period not exceeding six months 
or fined at least 200 dinars, or punished by both penalties (Article 46). 
Moreover, agricultural workers “shall not be expelled from the land” 


30 The period was initially five years. 
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against their will, and they may form unions to defend their “common 
interests.” 

According to this law, individuals who acquire land have the right to 
form agricultural cooperative associations and to obtain loans from the 
Agricultural Bank. 


Implementation of the Agrarian Reform Law 


Expropriation of lands. The total area of expropriated lands, as of 
May 31, 1964, was 7,020,123 donums belonging to 1,621 persons: 
707,100 donums (10.1 per cent) in the south, 2,638,524 (37.6 per cent) 
in the north, and 3,674,499 (52.3 per cent) in the central provinces. 


TABLE 2 


PERCENTAGE DISTRIBUTION OF CROP SHARES, 
ACCORDING TO THE AGRARIAN REFORM LAW, IRAQ* 


Proportions (Per Cent) 


Category Land irrigated Land irrigated Land watered 
by flow by artificial means by rain 

Land 10 10 10 
Water 10 20 — 
Laborer’s work 

and seeds 50 40 50 
Protection $ 5 10 
Reaping or 

collection 10 10 15 
Management 15 15 15 
Total 100 100 100 


SOURCE: Compiled from the Agrarian Reform Law of the Republic of Iraq. 
" As of 1959. 


Distribution of lands. Of the total expropriated lands, 2,022,035 
donums (28.8 per cent) were distributed to 38,766 peasants (see Table 
3). The government also rents parts of its lands. This is a temporary 
measure “until the seized lands have been surveyed, and irrigation facili- 
ties have been provided.” 31 As of May 31, 1964, 2,649,673 donums were 
rented to 77,173 persons. 

Agricultural machinery. The Ministry of Agrarian Reform controls the 
importation and distribution of agricultural machinery. As of May 31, 
1964, this department owned 467 tractors, 211 combines, and relatively 


31 Government of Iraq, Ministry of Agrarian Reform, Agrarian Reform in Six Years 
(in Arabic), (Baghdad: Al-Mesaha Press, 1964), p. 25. 
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small numbers of other agricultural implements.2* This department not 
only rents machinery to farmers, but also, in most cases and for the purpose 
of maintaining the machines, supplies farmers with gasoline, lubricating 
oil, repair facilities, and spare parts. Small farmers may wait until the 
end of the agricultural season to pay the rental charges on machinery, 
whereas financially able persons must do so in advance.®8 

Cooperative associations. Agricultural cooperative associations have 
been established by the farmers and encouraged by the government. The 


TABLE 3 


DISTRIBUTION OF EXPROPRIATED LANDS, IRAQ 
(By province, as of May 31, 1964) 


i Distributed lands Peasants who Average size 
Province i ; 
(in donums) * received lands of holding 

Mosul 648,904 7,835 82.8 
Arbil 133,686 1,843 72.5 
Kirkuk 226,215 2,034 111.2 
Sulaimaniyah 33,747 1,549 21.8 
Baghdad 165,855 3,903 42.5 
Dialah 82,949 1,572 $2.8 
Hilla 195,313 5,030 38.8 
Kerbala 11,415 722 15.8 
Ramadi 6,226 148 42.1 
Kut 445,117 10,757 41.4 
Diwaniyah 57,586 1,973 29.2 
Nasiriyah t — — 

Amarah 11,156 700 15.9 
Basrah 3,866 700 55 
Total 2,022,035 38,766 $2.2 


Source: Compiled and computed from data in Agrarian Reform in Six Years (Baghdad: 
Masaha Press, 1964). 
* One donum equals 0.62 of an acre. 
> Expropriated lands were not distributed to peasants before this period. 


purpose of these cooperatives is to provide their members with loans at 
low intrest rates and to assist them in improving and increasing agricultural 
production. The number of agricultural cooperatives at the time of the 
enactment of the Agrarian Reform Law was five with 286 members; this 
decreased to only two cooperatives with 237 members in 1959, rose to 
seven with 3030 members in 1960, and to 18 with 4515 members in 


32 Ibid., p. 74. 


33 The cost of the agricultural machinery is high in comparison with the cost of 
human labor. 
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1961.34 The number of the agricultural cooperatives as of May 31, 1964, 
was 91 with 8098 members; 19 of these cooperatives were in the north, 
63 in the central provinces, and only nine in the south (see Table 4). 
Agricultural loans. Loans from the Agricultural Bank are granted to 
the agricultural cooperative associations and also to farmers who are not 


TABLE 4 


AGRICULTURAL COOPERATIVE ASSOCIATIONS, IRAQ 
(By province, as of May 31, 1964) 


No. of peasants PEE GERE Oi 
. No. of No. of ; : membership 
Province i in the locality : l 
cooperatives members i in the locality 
of cooperatives : 
of cooperative 

Mosul 7 1,356 1,738 78.0 
Arbil —* — — — 
Kirkuk 5 199 741 26.9 
Sulaimaniyah 7 $13 1,245 41.2 
Baghdad 9 128 2,095 6.1 
Dialah 2 115 470 24.5 
Hilla 19 2,395 4,640 51.6 
Kerbala 9 549 2,237 24.5 
Ramadi 1 12 51 23.5 

Kut 23 1,733 $,727 30.3 
Diwaniyah 5 1,055 1,432 73.7 
Nasiriyah —* — = — 
Amarah 2 23 900 2.6 
Basrah 2 20 695 2.9 
Total 91 8,098 21,971 36.9 


Source: Compiled and computed from data in Agrarian Reform in Six Years. 
`N 
one, 


members of cooperatives. The loans made between October 1, 1958, and 
May 31, 1964, came to a total of 4,037,984 dinars. 


Evaluation of the Agrarian Reform Law 


THERE Is NO DOUBT that the Agrarian Reform Law is seeking to emanci- 
pate the peasant from the oppression of the large landowners and to 
improve his economic conditions. However, the implementation of this 
law is not void of some difficulties and shortcomings: 

1, There is an insufficient number of surveyors and qualified employees 


34 Republic of Iraq, Central Bureau of Statistics, Statistical Abstract, 1961 (Baghdad; 
Zahra Press, 1962), p. 77. 
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to carry out the big task of seizure and expropriation of the large land- 
holdings. The task is especially complicated in some parts of the south, 
such as Nasiriyah, where maps of large landholdings were reported to be 
missing. 

2. The delay in the distribution of the expropriated lands to the peasants, 
also attributed to the lack of experienced employees. Although Article 
25 of the Agrarian Reform Law states that distribution of seized lands 
should be completed within a period not exceeding five years following 
the enactment of the law, only 4.5 per cent (of the land subject to dis- 
tribution) was actually distributed to 9 per cent of the peasants during the 
first four and a half years of the required period. This event forced the 
government to extend the period to ten years. The delay in the distribution 
of the agricultural units among the peasants is especially apparent in the 
southern provinces which had until the enactment of the law a very com- 
plicated system of landownership. As of May 31, 1964, only 72,608 
donums (1 per cent) of the total expropriated areas were distributed to 
3373 southern peasants (or 8.7 per cent of the total peasants received such 
units.) Moreover, only 231,938 donums (or 8.8 per cent of the total areas 
allocated for rent) were actually rented to 9116 peasants in the southern 
provinces. Nasiriyah province was excluded from these efforts. It was 
only on December 6, 1964, that the cabinet decided to begin distributing 
agricultural holdings to the peasants of this province. 

3. The average size of the distributed holdings (particularly in the south) 
is small, especially if we take into consideration the fact that the Iraqi 
peasant family is relatively large and its members are dependent for their 
livelihood on the produce of the land (see Table 3). 

4, Salinity of soil, lack of drainage, and relative lack of irrigation facili- 
ties are among the causes of complaints by some peasants who received 
plots of land. In fact, in some areas (for instance, Haj Korah in Dialah 
province) the peasants have refused to utilize these units. This is mainly 
because the Agrarian Reform Law does not compensate peasants for im- 
provements they make on the land. 

5. New regulations (No. 45 of 1965) supplementing the Agrarian Re- 
form Law stipulate that individuals with high degrees in agriculture are 
eligible for small holdings, provided that they are interested in agriculture 
and that agriculture becomes their occupation. The fact is, as it has been 
stated earlier, these persons are not interested in tilling the soil for the 
simple reason that the values of their society do not encourage them to do 
so. An educated person committing himself to agriculture more likely 
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feels that he is lowering his social status and may think that he is “victimiz- 
ing” himself and “‘stigmatizing” his family. Insofar as this author was 
able to determine, there was no encouraging response from the graduates 
of the College of Agriculture in Baghdad. . 

6. The law does not explicitly mention the conditions under which the 
“agricultural laborer” would be released or evicted from his work, nor 
does it specify a warning period before an eviction. The law, however, 
states that during the “agricultural relations” (three years) it is illegal to 
evict a peasant from the land “against his own will.” In particular, the 
Jaw does not protect peasants after these “three years of agricultural rela- 
tions.” Asa result of this, complaints of peasants against landowners, or 
vice versa, continue to reach the authorities. 

7. Contrary to the Agrarian Reform Law, many peasants refuse to pay 
the rent and taxes, mainly because their agricultural produce is meager. 
The government itself realizes that some peasants are still under the old 
tenancy system and therefore are discouraged. As of March 19, 1966, the 
government had only 12,604,000 donums or 48.3 per cent of the total lands 
(26,104,694 donums) subject to distribution. The remaining 51.7 per 
cent is still in the hands of the old landowners who are maintaining the 
same relations which prevailed before the enactment of the Agrarian Re- 
form Law.35 

8. Contrary to Article 46 of the Agrarian Reform Law, which specifies 
a punishment (fine or imprisonment or both) for farmers who do not take 
“good care of the land” or who cultivate it in a manner resulting in its poor 
productivity, the government does not seem to take any serious measures 
against those who neglect their obligations. In fact, some of them aban- 
don their agricultural units and move to the large cities, especially to Bagh- 
dad. As the former Prime Minister Abdul Rahman al-Bazzaz put it, “The 
shortcomings in the implementation of the Agrarian Reform Law, the ample 
promises given to the peasants in a certain period, and building houses [by 
the government] for the migrants, have encouraged peasants to move to 
Baghdad instead of staying on their farms.”38 It should be noted that 
other authorities also have admitted the shortcomings or “failure” of the 
Agrarian Reform Law. Aside from the criticism of their predecessors, the 
reasons they gave for the “failure” were that this law “did not come as a 


33 Ty May, 1944, the pavernment had only 21.9 ner cent of the total arable lands. 
See Agrarian Reform in Six Years, p. 28. 

86 Al-Jumburiyab, Baghdad, March 11, 1966, p. 7. The “certain period” here is par- 
ticularly that of 1959, during which the extreme political elements were permitted 
increasing liberty of operation, thus enabling them to penetrate among the peasants. 
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result of deep study,” and that the different political orientations of the 
employees have delayed redistribution of rights to the land to the peasants.37 


Vv: 
Conclusion 

THE GENERAL WELL-BEING of the agricultural population is one of the 
basic objectives of any agrarian reform program. However, neither in 
economically advanced countries nor elsewhere is there a model for agrarian 
reform that suits the needs and desires of all people. Carefully planned 
agrarian reform may be sought to increase agricultural productivity, ease 
the problem of excessive migration of agricultural workers to urban areas, 
increase the earnings of the rural workers, and provide the latter with 
necessary facilities. Such a carefully planned reform is acutely needed in 
Iraq. The redistribution of lands to the peasants, which the government 
is emphasizing, is not in itself a solution to the socioeconomic conditions of 
Iraq’s rural population. Even the expropriation and distribution of lands 
are slow. The five-year plan to expropriate the large landholdings and 
redistribute titles to them among peasants has been extended to ten years, 
eight of which have already elapsed and still the agrarian reform is in its 
beginning stages. During the past eight years the Agrarian Reform Law 
has been amended 27 times. The latest of these amendments was on De- 
cember 7, 1966. These amendments usually follow changes in the cabinet. 
The precariousness of the Iraqi government is an obstacle to effective co- 
ordination of efforts among the various departments. For a successful 
implementation of the Agrarian Reform Law, a stable government is a 
sine qua non. 


Western Kentucky University 
Bowling Green 


37 Former Minister of Agrarian Reform Sadoon Hamadi in a statement issued in 
February, 1963, and printed in Iraq Times, February 22, 1963, p. 1, also in his news con- 
ference on March 13, 1963; former Minister of Agrarian Reform Abdul Sahib Alwan in 
Agrarian Reform in Six Years, pp. 4, 7-9, also his statements to Al-Thowra Al-Arabia, 
September 1, 1964, p. 8, Al-Thowra Al-Arabia, December 7, 1964, p. 4, and Al-Manar, 
May 8, 1965, p. 5; former Minister of Agrarian Reform Mahmood Hasan Jimaa in his 
statement to Sawt Al-Arab, March 2, 1966; Under-Secretary of the Agrarian Reform 
Ministry Abdul Jalil Al-Hadeethi in Iraq Times, August 18, 1963, p. 2, and his state- 
ments to Al-Tbowra Al-Arabia, December, 1964, p. 12, and Al-Jumburiyab, March 
19, 1966, p. 4. The President of Iraq, in his letter of August 6, 1966, called the atten- 
tion of the new Prime Minister Naji Talib “to the implementation of the Agrarian 
Reform Law and the need to accelerate the redistribution of lands to the peasents and to 
improve the rural areas. , . ,” 


Fiscal Controls of Land Monopoly 
By REGINALD EDWARD Morris 


RENT CONTROL LEGISLATION as used in France for the past fifty years 
has been shown to discourage improvements and maintenance of improve- 
ments.1 That experience has been duplicated in the United States when 
rent control was imposed during World War II and in the years follow- 
ing. It has no doubt contributed to the growth of slums in crowded 
cities such as New York, by undermining the profit motive to mainte- 
nance and improvement of housing. Rent control seems to have little 
to recommend it over other alternative methods of coping with the 
problem of economic rent. 

Some of the cities in European countries, e.g., Stockholm, Sweden, and 
most of the larger cities in the Netherlands, purchase land in and 
around the cities long in advance of anticipated growth. This has the 
advantage of permitting orderly city planning and the increase of land 
value due to community growth to accrue to the community rather than 
to the private landowner. Purchase of land by the community may be 
questioned since it is, in effect, a payment by the community to an indi- 
vidual member of that community for something which was created by 
the community as a whole, namely, the value of land. Such purchases 
are merely a capitalization of rent. If the institution of private property 
in land is questionable, so is such community payment. This argument 
would not, of course, apply to any improvements made to the land. A 
counterargument (which is, admittedly, contrary to common-law reason- 
ing in parallel cases) in favor of reimbursement of the last purchase 
price at least is that the loss of investment in private land ownership 
should not be borne by the last hapless individual owner only, but rather 
by the whole community which by default has permitted public values to 
accrue to private holders, and by inadequate tax policies has permitted 
land to attain high selling values. 


I 
Tax Policies and Land Tenure 
TAX POLICIES have a very important bearing on land tenure and com- 
munity development. Many of the prominent economists from the 
time of the physiocrats in France during the latter half of the eighteenth 


1 For example, see “What Other Countries Have Done and Are Doing About Land,” 
House & Home, August, 1960, p. 131. 
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century have advocated that a tax equal to, or at least proportionate to, 
land rent be the first, if not the only, source of public revenue. Such 
policies, generally called Land Value Taxation, or site value rating, recog- 
nize that there are fundamentally only two sources of tax revenue—rent 
of land and rewards for human efforts (wages of labor and interest of 
capital) —and that any tax, regardless of where it is levied, falls ultimately 
on one or the other, or both of these. 

Taxes which fall on wages and interest check production and com- 
munity development. They take privately created wealth for public pur- 
poses. Taxes on land values or rent are taxes on community-created 
values for community purposes. And when they are imposed equal to 
or proportionate to rent they cannot be shifted or passed on by the land- 
owner to check production. Proofs for this may be found in many 
standard texts on fundamental economics.? Essentially, the explanation 
is that a tax on rent does not change the supply and demand equation 
which fixes the price the tenant will pay and the landlord accept. The 
supply of land is not decreased by a tax on rent. Therefore, its price 
(or exchange value) will not rise because of it. To the extent that rent, 
or surplus value, must be rendered up to the government, land has value 
only in its use. It becomes costly to hold it out of use. As the value 
of landholding is limited to its use value and more land is thereby forced 
onto the market, prices or exchange values of land tend to fall. The fall 
in land selling prices is usually counteracted to some extent by a rising 
demand for land stimulated by the tax shifting. 

When taxes are shifted from wages and interest or the products of 
labor and capital such as improvements to the land, buildings, etc., pro- 
duction and community development are stimulated. Such a shift is 
possible to the extent that rent is untaxed. Land under tax pressure is 
forced to its most economic use. Land speculation is then eliminated. 
Slums areas will be improved. 


The net effect of the two parts [effect on rents and effects on amount and 
type of building] of the tax change taken together is thus to raise the profit 
from any given outlay on development . .. the optimum outlay on develop- 
ment will be increased and a liquidity effect may also act to accelerate de- 
velopment.§ : 

It should be noted that this kind of “slum clearance prógram” treats 


the major cause of slums in a continuing fashion with no increase of 


2 For example, see Harry Gunnison Brown, Basic Principles of Economics (Columbia, 
Missouri: Lucas Bros., 1955), pp. 424-27. 

3 Ralph Turvey, Economics of Real Property (London: Allen & Unwin, Ltd.. 1957), 
p 91. 
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‘public expense. By buying out the "slum lord’ and erecting and ad- 
ministering public housing, etc., the usual costly slum clearance project 
deals only with the symptoms or effects. The process which creates more 
slums continues unabated.* The tax pressure technique stimulates private 
free enterprise. The other method is socialistic and curtails free enter- 
prise, both by simple substitution and by taxing labor and capital to finance 
the government programs. 

Under Land Value Taxation, the landowner must profitably use his 
land. Or sell it. Or go bankrupt and lose the land. The “unearned 
increment” is taken by the community. Only real contributions to com- 
munity development yield a reward and yield it abundantly. Competi- 
tion can then operate to stimulate improvements. 

The stimulus to production provided by Land Value Taxation is trans- 
mitted through various linkages of exchange” throughout the economy. 
Its benefits are thus multiplied and economic activity is accelerated gen- 
erally—not just in agriculture or building construction industries, al- 
though these, of course, are the ones which are immediately affected. 

People who live only on community-created value (rent) would seem 
to fall largely into one of two categories—people who merely don’t want 
to work, and those who can’t work or can’t find work. Under Land 
Value Taxation, members of the first group go to work, or continue as 
drones with a different source of handouts. The second group properly 
continues to receive public assistance, but not under the category of rent. 

Land Value Taxation is currently being used in varying degrees and 
variations in several parts of the world. But nowhere is it being used 
in full measure. The most thorough test has been in Australia where 
Land Value Taxation has been growing in use since 1926. Comparison 
studies there of areas using Land Value Taxation with similar areas using 
conventional property taxation—which falls on improvements as well as 
land—show a clear advantage in community development, from many 
different aspects, in favor of the areas using Land Value Taxation. The 
results are particularly interesting because, even in the states using Land 
Value Taxation, it is estimated that only 5~50 per cent of the rent is 
collected by the government! These studies were made by the Land 
Value Research Group of Melbourne, headed by Mr. A. R. Hutchinson.$ 


4Cf. R. E. Morris, “The Land Question: The Theory Reexamined,” American Jour- 
nal of Economics and Sociology, Vol. 27, No. 3 (April, 1968), p. 154, 

5 Albert O. Hirschman, The Strategy of Economic Development (New Haven: Yale 
University Press, 1958). 

6 A. R. Hutchinson, Public Charges Upon Land Values (W. Melbourne: Austral 
Printing and Publishing Co., 1962). 
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Table 1 
AGRICULTURAL DEVELOPMENT? 


Below are compared the changes in areas under all crops for each state over two distinct 
periods. First is the ten-year period from the boom year 1929-30 and spanning the 
depression to the start of World War II. The second covers the postwar seasons from 
1946-47 to 1958-59. Agricultural development is intimately connected with the price of 
land. This is strikingly shown by the changes in area under cultivation in each of these 












































periods. The higher level of public charges in the land-value rating states curbed the 
speculative rise in the price of land. This speculation had freer rein in the states taxing 
improvements. i 
Acreage Under All Crops—(’000’s) 
STATE Season Season Change 
A. Depression Period 1929/30 1938/39 
Land-Value Rating States (U.C.V.)” 
Queensland 1,046 1,734 + 688 (+ 68%) 
New South Wales 5,501 7,049 + 1,548 (+ 22%) 
West Australia 4,566 4,719 + 153 (+ 39%) 
Group Figures 11,113 13,502 + 2,389 (+ 21%) 
Improvement-Value Rating 
States (N.A.V.) ° 
South Australia 4,967 4,724 — 243 (— 5%) 
Victoria 5,579 5,019 — 560 (— 10%) 
Tasmania 265 243 - 22 (— 8%) 
Group Figures 10,811 9,986 — 826 (-— 8%) 
B. Post-War Years 1946/47 1958/59 
Land-Value Rating States (U.C.V.)” 
Queensland 1,617 2,841 + 1,224 (+ 76%) 
New South Wales 6,512 6,825 + 313 (+ 5%) 
West Australia 3,590 6,135 + 2,545 (+71%) 
Group Figures 11,719 15,801 + 4,082 (+359) 
Improvement-Value Rating 
States (N.A.V.) ° 
South Australia 3,885 4,147 + 262 (+ 7%) 
Victoria 5,103 4,792 - 311 (— 6%) 
Tasmania 361 339 — 22 (— 6%) 
Group Figures 9,349 9,278 - 61 (- 1%) 


a Source: Hutchinson, p. 10. 


b U.C.V. means Unimproved Capital Value. 








e N.A.V. means Net Annual Value of Improved Property. 


—_——— 


A great deal of economic data has been analyzed by this group, comparing 
the Australian states on such items as wages, land values, dwelling con- 
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‘struction, growth in number of factories, home ownership versus tenancy, 
population movement, mortgage assets, dairying costs, ef al. 


Table 2 
DEGREE OF IMPROVEMENT OF HOLDINGS” 


These figures are based upon the 23rd report of the Commissioner of Taxation dealing 
with the Commonwealth Land Tax. The figures are given separately for town lands and 
rural lands, as well as the whole state, and relate to the year 1939-40. The first thing 
noticed from the figures is how utterly different those in the land-value rating states are 
from the others. In the first group the value of the improvements is very much greater 
than the value of the land on which they stand. In the second group the value of the 
land is greater than the value of the improvements. 


Public 
ç 
` Be Value of Improvements compared 
with U. Land Value as 100 
values as 
proportion 
of ground Town Country Whole 
STATE rent Lands Lands State 
%o Jo Yo Jo 
Land-Values Rating States (U.C.V.)4 
Queensland 54.5 224 155 198 
New South Wales 29.8 128 120 124 
West Australia 16.6 127 144 130 
Group Average 160 140 “Isi 
Improvement-Value Rating 
States (N.A.V.)¢ 
South Australia 14.4 94 56 ” 73 
Victoria 8.8 $7 67 79 
Tasmania 7.6 117 61 i 83 
Group Average p “99 6l 79 


een aI RE RR 


2 Source: Hutchinson, pp. 14, 15. 

b This comparison cannot be made for the postwar years, as the corresponding figures 
are not available since the Commonwealth Government retired from the land tax field 
from July, 1952. Land taxes were then levied by all state governments, but the rates and 
exemptions are no longer on a common basis. Again, although Commonwealth land tax 
data is available to July, 1952, this would be of doubtful value because land valuations 
had been pegged to 1940 levels and building controls operated over these years. 

© Weight of public charges here takes account only of charges levied direct on land 
values. A portion of the improvement-value rates would also rest on land values. 

a U.C.V. means Unimproved Capital Value. 

e N.A.V. means Net Annual Value of Improved Property. 


Persuasive as these data are, pointing as they do almost entirely in the 
predicted direction, they do not, of course, by themselves, constitute 
proof that a cause-and-effect relationship exists between the tax systems 
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and the associated economic conditions. Or that tax systems are the 
primary explanation of the data. But the Australian experience with 
Land Value Taxation (or rating) is not unique, as we shall presently 
show. Four tables, 1—4, with comments concerning important aspects of 
economic development prepared by the Land Values Research Group, are 
included. 


Table 3 
ASSETS OF LAND OWNERS” 


Again the figures relate to the year 1939-40. The comparison cannot be extended to 
the postwar period for the same reasons given in footnote b to Table 2. 

The first thing that strikes us about these figures is the fact that while the land values 
in the two groups averaged about the same, the value of improvements was utterly different 
between the two groups. 

The average value of the improvements per land taxpayer in the land-value rating 
group was over 100 per cent greater than the average for the improvement-value rating 
group. Further, the value in improvements in the lowest state in the land-value rating 
group was 30 per cent greater than for the highest state in the other group. 


Total Assets 














Improvements Unimproved Value per 
Value per Land Value per Land Tax- 
STATE Land Taxpayer Land Taxpayer payer 
(pounds) (pounds) (pounds) 
Land-Value Rating States (U.C.V.)” 
Queensland 22,610 11,400 34,010 
New South Wales 16,406 13,300 29,700 
West Australia 13,010 16,020 23,030 
Group Average 17,340 11,573 28,913 
Improvement-Value Rating 
States (N.A.V.)° 
South Australia 7,800 10,450 18,256 
Victoria 10,010 12,700 22,710 
Tasmania 8,050 9,600 17,650 
Group Average 8,620 10,917 19,537 





8 Source: Hutchinson, p. 16. 
b U.C.V. means Unimproved Capital Value. 
¢ N.A.V. means Net Annual Value of Improved Property. 


Hutchinson comments: 


The markedly superior development in the land-value rating states may 
be attributed to the incidence of the rating system as a major cause. This 
system operates to produce the observed result in two entirely different ways. 

First, by stimulating building construction and development of holdings, 
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` a greater demand is created for the products of factories. This encourages 
further investment in existing factories and the establishment of new ones. 
Second, the effect of the land-value rating system in keeping down the 
price of land means that less capital outlay is needed for land in new fac- 


Table 4 
VALUE OF PLANT AND MACHINERY IN FACTORIES? 


The position shown by this table is significant. For both periods each of the three 
states in the land-value rating group shows an increase in investments in plant and 
machinery proportionately greater than for any state rating upon improvements. 


Value at Increase in Percentage 
STATE 30th June Value Change 
(pounds) (pounds) % 
A. Prewar Period 1930 1930—39 
Land-Value Rating States (U.C.V.)” 
Queensland 15,723,982 2,371,432 +15.1 
New South Wales 53,515,368 9,177,538 +17.1 
West Australia 6,112,186 1,982,878 + 32.$ 
Group Figures 75,351,537 13,531,898 + 18.0 
Improvement-Value Rating 
States (N.A.V.)} ° 
South Australia 10,286,679 — §36,995 ~- 53 
Victoria 35,022,535 3,604,208 +10.3 
Tasmania 6,966,945 — $64,675 — 8.1 
Group Figures 52,276,159 2,502,538 + 4.8 
B. Postwar Period 1948 1948-58 
Land-Value Rating States (U.C.V.)” 
Queensland 21,832,000 $2,766,000 +379 
New South Wales $6,714,060 329,124,008 +380 
West Australia 9,190,000 54,650,000 +595 
Group Figures 117,736,000 466,540,000 +396 
Improvement-Value Rating 
States (N.A.V.)° 
South Australia 260,239,000 $9,097,000 +292 
Victoria 65,829,000 245,050,000 +372 
Tasmania 9,916,000 36,944,000 + 373 
Group Figures 95,984,000 341,091,000 +355 


a Source: Hutchinson, p. 25. 


b U.C.V. means Unimproved Capital Value. 
€ N.A.V. means Net Annual Value of Improved Property. 


tories or extending old ones. 
ment in actual plant. 


























This leaves more capital available for invest- 


For example, land values in the City of Brisbane are approximately 40 
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per cent of the price which would prevail were no rates and taxes levied 
upon the unimproved value of the land. This means that a firm wishing 
to establish a new factory, the site of which might cost £100,000 otherwise, 
is able to get that site for £40,000, due to the incidence of public charges 
on land values. ‘his firm clearly has an additional £60,000 to spend in 
investment in plant and machinery for the actual operation of its business. 

The lower price of land where public charges are based on land values 
instead of buildings operates in favor of all kinds of businesses. It re- 
duces the amount of capital required to commence a business or factory. 
The result has been a substantially greater increase in factories in the states 
following this principle than in the others.? 


A more recent study of these same areas and others, by Mr. H. Bron- 
son Cowan of the International Research Committee on Real Estate, tends 
to confirm the continued beneficial results of Land Value Taxation.® 

Other areas using Land Value Taxation, at least in some degree, in- 
clude New Zealand, Africa, Denmark, Western Canada, and a few cities 
in the United States.° To the extent that Land Value Taxation has been 
applied in these places and an objective evaluation made of it, the results 
have been favorable. 

Jamaica is in the process of instituting Land Value Taxation to bring 
more land under cultivation and stimulate faster economic development 
generally. Latin Americans who share similar problems of concentrated 
land ownership and widespread poverty are watching this experiment 
with interest. 

Many economists who study problems of underdeveloped countries 
(countries whose per capita income is under $500 per year, and which 
save less than 10 per cent of Gross National Product for capital forma- 
tion) advocate fiscal policies to collect economic rent to finance public 
works, utilities, services, etc. (infra-structure or social capital), needed 
to facilitate private investment and promote productivity.2° 

Japan is a classic example of very rapid economic development largely 
financed by this method during the critical stage of transition from a 
traditional agrarian society to a modern industrial state in the years be- 
fore World War J. Public revenue was heavily invested in pioneer 
plants, universal education, and the buildup of an army and navy during 


T Ibid., pp 25-26. 

8 H. Bronson Cowan, A Graphic Summary of Municipal Improvement and Finance 
(New York: Harper & Bros., 1958). 

® Brief reports of the experience of these areas and others appear in Harry Gunnison 
Brown ef al. (eds.), Land Value Taxation Around the World (New York: Robert Schal- 
kenbach Foundation, 1955). 

10 For example, see R. J. Chelliah, Fiscal Policy in Underdeveloped Countries (London: 
Allen & Unwin, Ltd., 1960), pp. 63—67. i 
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this period. The famous Meiji land tax, enacted in 1873, provided 94 
per cent of total revenue at the outset.12. Although it gradually declined 
in Importance as other taxes were enacted (¢.g., the income tax in 1888), 
land remained during this critical growth period absolutely the largest 
revenue source in the tax structure as shown in Table 5. 


Table 5 
COMPOSITION OF JAPAN’S MAIN CENTRAL GOVERNMENT 
TAXATION REVENUE? 


(Five-Year Averages) 
Unit: Thousand Yen 


Year Income Tax Land Tax Business Tax Customs Duty Total? 
per cent per cent per cent per cent 
1888—92 1,091 2.4 38,446 85.6 740 1.6 4,654 10.4 44,941 
1893-97 1,599 3.3 38,679 80.4 1,335 2.8 6,483 13.5 78,096 
1898—02 5,520 7.8 44,632 63.2 6,058 8.6 14,414 204 70,624 
1903—07 19,907 15.5 71,579 55,8 15,710 12.3 33,835 26.4 141,031 
1908-12 34,071 18.3 79,541 42.9 25,033 13.5 46,691 25.3 185,337 
1913-17 $1,249 26.0 73,983 37.6 25,334 12.9 46,245 23.5 196,811 
1918-22 187,276 47.4 73,936 18.3 57,226 14.2 85,686 21.1 404,124 
1923—27 206,692 45.0 71,204 15.5 58,835 12.8 122,264 26.7 459,218 
1928-32 177,568 42.9 65,121 15.8 48,290 11.7 122,414 29.6 413,393 
1933—37 267,695 49.4 $8,175 10.7 62,132 11.5 153,751 28.4 $41,753 


2 Source: Seuchi Tobata and Kazushi Ohkawa (eds.), Nihon no keizai to nogyo (The 
Japanese Economy and Agriculture) (Tokyo: Iwanami Shoten, 1956), p. 375. Calculated 
from data provided by Tsunematsu. 

> Revenue other than from the four main taxes——the so-called “miscellaneous revenue” 
~—ijs excluded from the table. Before World War I it accounted for about 30 to 40 per 
cent of total revenue; after the war its share rose to from 45 to 50 per cent. 


Real costs per unit of production in agriculture fell steadily by over 
280 per cent between 1878 and 1937.12 Productivity of land increased 
by 80 per cent from 1878 to 1913 and land area under cultivation in- 
creased by 35 per cent during this period. 

Generalizing from theory and the Japanese experience in support of 
Land Value Taxation, Colin Clark makes the following judgment: 


The outstanding instance of an opportunity missed for land taxation is 


11 William W. Lockwood, The Economic Development of Japan (Princeton: Princeton 
University Press, 1954), p. 98. 

12 Scuchi Tobata and Kazushi Ohkawa (eds.), Nibon no keizai to nogyo (The Japanese 
Economy and Agriculture) (Tokyo: Iwanami Shoten, 1956), p. 95. Based on data sup- 
plied by Mr, Shishido. 

13 Kazushi Ohkawa and Henry Rosovsky, “The Role of Agriculture in Modern Japa- 
nese Economic Development,” Economic Development and Cultural Change (October, 
1960), p. 4. 
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India, where much land is taxed at nominal values fixed in some cases 
more than a century ago, when prices were far lower, and often hardly 
taxed at all. This is one of the principal reasons why India’s progress, 
both industrial and educational (to say nothing of military), has been 
slower than indicated by the Japanese model.** 


John Due reports that Kenya, Africa, has been successfully using Land 
Value Taxation for over thirty years.15 
The [site value] tax currently yields Nairobi about £885,000 a year, the 
bulk of the city’s revenue and about 45 per cent of its [Kenya's] total 
revenue.... The site value basis is regarded as highly satisfactory by 
city officials and the city council; Kenya legislation permits the applica- 
tion of rates [taxes] to improvements as well, but the council prefers the 
Jand value basis, under the strong conviction that the system is largely 
responsible for the very rapid growth and modernization of the city. 
The other major advantage is the greater simplicity of valuing land over 
valuing improvements. Thus a small staff is feasible. 

The townships, which are of minor importance, also typically apply rates 
to site value, with valuation by the Kenya government.... In the last 
decade Tanganyika cities have been following the Kenya system of taxing 
site value only.... 

In all three territories of the Federation of Rhodesia and Nyasaland, the 
same basic policy is followed on property rates: both improvements and 
land values are taxed, but the latter at a much higher rate, in fact, often 
four to six times as high... . Salisbury [the largest city] is one of the 
most modern cities in the world, and has experienced very rapid growth 
since 1945.... The application of the tax to land values only is regarded 
as highly satisfactory and a significant aid to building development in East 
Africa.¢ 

H 
Land Rent and Public Revenue 

Å RECENTLY COMPLETED LAND VALUE SURVEY of the Town of Whitstable, 
England, by the Rating and Valuation Association, an independent pro- 
fessional organization, indicates that 89 per cent of the present total tax 
levied there on real property could be collected by rent assessment alone. 
Whitstable has a population of 20,000 and was selected as typifying the 
Jocal tax structure in England. The report fully accords with the con- 
tentions of the Jand value tax advocates that the incidence of property 
taxation could be substantially changed to favor productivity, discourage 
land speculation, and simplify the tax assessment work. 


14 Colin Clark, Taxmanship, Hobart Paper No. 26 (London: Institute of Economic 
Affairs, Ltd., 1964), pp. 42—43. 

15 John F, Due, Taxation & Economic Development in Tropical Africa (Cambridge, 
Mass.: The M.I.T. Press, 1963), p. 112. 

16 Ibid., pp. 112—17. 

17 V, G. Saldji, The Whitstable Land Value Survey (London: The International Union 
For Land-Value Taxation and Free Trade, 1964). 
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By providing common equity in land through taxation combined with 
secure individual tenure, private landholding with Land Value Taxation 
seems to give an optimum basis for land tenure, both in theory and in 
the considerable experience to date. It promotes a steady, normal de- 
velopment of the community. It makes for simplicity of administration 
and for minimum government action. 

The rational, scientific approach to taxation and public financial affairs 
stimulated and required by this type of land reform is in itself no small 
benefit, urgently needed in most countries on local, national, and inter- 
national levels. Sound thinking and action in one area can lead to 
sound thinking and action in others. The reverse process is, of course, 
unfortunately just as true. 

The consideration of collecting land rent as a logical first source of 
public revenue naturally brings to mind questions about other taxes in 
supplement, required by the budget or other considerations of sound pub- 
lic policy. These questions lead into the whole subject of public f- 
nance and are beyond the scope of this paper. But since Land Value 
Taxation was first advocated as the “single tax” when government ex- 
penses were much lower, it is appropriate to note that taxing land rent in 
no way precludes or, necessarily, obviates the need for other taxes which 
may be levied for similar or entirely different purposes. 

However, Land Value Taxation does have a unique purpose in respect 
to land which cannot be achieved by other taxes. In that sense it is 
singular. There are, of course, other surplus earnings which are called 
“rents” or ‘‘quasi-rents” by most economists. Few if any of these, how- 
ever, meet the following criteria for tax sources as fully as land rent: 


1. No part of land rent is attributable to what the owner does. 

2. Taxing land rent increases incentive to improvement and pro- 
duction. 

3. Taxing land rent equalizes natural opportunities. 

4. Land rent can be identified and collected with ease and objectivity. 

5. Land rent occurs steadily and increases with the growth and needs 
of the community. 

6. Taxing land rent increases E ioe wages, and interest by: 
a) Raising the margin of production; b) Inducing some former 
recipients to work. 

7. Taxing land rent benefits consumers by increasing goods produced 
and thereby lowering prices. 


The list could be extended, but the foreseeable effects become more re- 
mote from the cause as one proceeds into the realm of speculation. In 
general, Land Value Taxation can be viewed as a salutary measure, both 
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economically and socially. It improves society as an “engine of produc- 
tion” and provides a number of beneficial side effects. For these reasons, 
some people consider the word tax, in its case, to be a misnomer. They 
believe it is more correctly to be considered as a neutralizer of privilege 
which “untaxes” production. If one wants to be even more critical of 
the designation by which the measure has come to be known, one might 
note that it is not the value of the land which is taxed, but the rent or the 
potential rent. The exchange value of land falls, but rent rises as a re- 
sult of the “tax.” These effects are part of the objectives of the reform. 
The rise of rent results from an increased demand and use of land which 
will be explained shortly. I will, incidentally, continue to use the popu- 
lar terminology “land values” or “site values” and “tax? even though 
they are not literally descriptive. 

The two basic principles most generally accepted as tests of the sound- 
ness of a tax are ‘‘ability-to-pay” and “‘benefit-received.”’ In judging the 
land value tax by these standards, Mary Rawson writes: 


The land-value tax . . . is relatively easy to justify. It accords well with 
the principle of benefit-received and it does not offend the principle of 
ability-to-pay. (Justification by either principle is made by reference to 
the property itself and not to the status or actions of its owner.) 

The services provided by public improvements and the size and wealth 
of the community are directly reflected in land values. Whether or not 
the land owner takes advantage of the benefits conferred upon his property 
by availability of services, by access to the community at large, or by unique 
natural advantages, is not the point at issue. Benefits are conferred upon 
different sites in varying degrees and these benefits are measured in land 
values. A corner lot in the business district may be occupied by a depart- 
ment store or a car parking lot. The same public services are available to 
it, the same advantages accrue to it, whether or not it is well used. 

On the principle of benefit-recetved then, it is fairer to tax the value of 
the site alone rather than the value of the improvement and the site to- 
gether; that is, to tax on the potential use of the land, not on its actual use. 

To look at it from another point of view, a site’s ability to pay is related 
to its ability to earn. Land value is an indication of the earning power of 
the site. A lot cannot be lazy if the tax is based on its ability to pay. 

The principles of ability-to-pay and benefit-received are not necessarily 
in conflict and, in the case of the Jand-value tax, they can be said to co- 
incide.78 

It may also be noted that Land Value Taxation satisfies the “income 
and substitution effects” criteria sometimes applied to tax measures, in 


that it tends to induce greater productive effort to offset the impact of the 


18 Mary Rawson, Property Taxation and Urban Development (Washington, D. C.: 
Urban Land Institute, 1961), p. 30. 
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tax, and does not tend to make leisure more attractive. 

Land reform through tax pressure shares most of the problems involved 
in land reform generally which will be summarized in another article. 
But it may be well to consider here some of the problems which are 
peculiar to it. 

Taxes levied on real property (buildings, as well as land) or changes 
in the tax on it are directly reflected in the capitalized (market) value of 
the property. A change in the incidence of the tax, e.g, from the im- 
provements onto the site value, which raises the total tax, will lower a 
property’s capitalized value. Conversely, if the net effect of the change 
is to lower the total tax burden, the capitalized value will be increased. 

As a policy matter the benefits of Land Value Taxation to soctety at 
large (including Jandowners) must be weighed against the disadvantage 
to some landowners. There is ample precedent for such tax changes in 
most countries. ‘Tax changes and fiscal policy changes by a government 
which affect individuals differentially are frequently and necessarily made 
in an ad hoc fashion on the basis of their intended overall effects upon the 
economy. Property owners, whose interest in land exceeds their interest 
as improvers and users of land, may, nevertheless, be expected to resist 
a proposed policy of Land Value Taxation or similar land reform. The . 
amount of such resistance is likely to be proportionate to the economic 
impact which the change could effect. The longer it is delayed, and 
the more it is needed, the greater the economic impact and the consequent 
resistance which may be expected. This, of course, is one of the so- 
called vicious circles of poverty which countries can and do get locked 
into. The resistance to reform is usually not likely to be countered by 
equal pressure from other groups or from the general public who share 
many of the same culture values and who individually would be less 
directly or substantially affected. For this reason, and possibly also be- 
cause of the economic dislocations which a major change in property 
taxation could have, any change from a well-established procedure would 
probably need to be made gradually, in several steps—if indeed it can 
be made at all by any method short of revolution. When and how any 
change is to be made are, of course, practical aspects of administration 
which must be worked out in terms of the circumstances of the particular 
economy. 

iil 
Land Reform and Tax Reform 
ADVOCATES OF LAND VALUE TAXATION stress that taxes which bear on 
production should be reduced as the amount of the rent tax increases so 
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that the private sector of the economy receives greatest stimulation and 
government expansion is controlled. Removal of taxes on wages and 
interest will normally increase rent (and government revenue through 
collection of it) because of increased demand and use of land resulting 
from the economic stimulation. We should recall here the important 
point that this increased tax on rent cannot be passed on to laborers and 
capital owners to counteract its effects. Reducing taxes on wages and 
interest increases real income of their recipients, offsetting some of the 
“pinch” felt by losses of rent income. 

In Denmark, and to some extent in Australia, when concomitant re- 
ductions in other taxes have not been made, a public reaction against the 
total tax burden has tended to focus on the last tax added (the land 
value tax) which has retarded and, in some cases, forced a rollback of 
the reform movement. Part of the problem here, and elsewhere, of 
course, is lack of a general education program in the economic theory 
upon which the tax reform is based, and the social philosophy of which 
it is a part. 

In the United States, a federal tax on land values would probably be 
effectively precluded today by Section 9, Article 1, of the Constitution 
which requires that direct taxes be collected from the states in proportion 
to their population. This article was modified by the Sixteenth Amend- 
ment, to provide for federal income tax collections without apportion- 
ment according to state population. Further amendment, of course, is 
possible if this amendment cannot be construed to cover it and if there 
is a sufficient national interest. There is no evidence of such sufficient 
interest at the present time, although a persistent minority continues to 
agitate for it. 

Some states would also require modification of their constitutions to 
provide for Land Value Taxation on the state level. Within the states, 
taxing powers are delegated-by the state to the localities so that appli- 
cation of the principle even on a local basis requires amendment of the 
state constitution, or specific enabling legislation.1® Pennsylvania has 
a moderate type of such legislation, called “The Graded Tax Plan,” 
originally adopted for second- and third-class cities. It permits land to 
be taxed at higher rates than buildings. As yet only Pittsburgh and 
Scranton have made any use of it, but the general reports are that it is 
working as expected and may in time be adopted by other eligible 
cities.?° 


19 John F, Due, Government Finance, 3rd ed. (Homewood: Richard D. Irwin, Inc., 


1963), pp. 89-90. 
20 Percy R. Williams, “Pennsylvania,” in Land Value Taxation Around the World, 


eds. Harry Gunnison Brown ef al., op. cit., p. 93 ff. 
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The assessment of land values is a matter of human judgment and 
such values can never be determined to a nicety. They are, however, de- 
termined in a practicable manner where the principle is applied. In 
many Cases it is virtually impossible to distinguish the value of the land 
from the value of the improvement with anything more than a reasonable 
estimate. Consistency of judgment is more essential in practical appli- 
cation than theoretical precision, because it is the comparison of assess- 
ments which affects the equity in the incidence of the tax, and the ac- 
ceptance of the assessments by the taxpayers. Because of the difficulties 
inherent in any assessment work, the danger exists of undertaxing the land 
value or of overtaxing in such a way that part of the tax in effect falls 
on the improvement. Critics of Land Value Taxation have made too 
much of this. While these limitations in the preciseness with which 
the principle can be applied are real, it does not follow that it should, 
therefore, be abandoned in favor, perhaps, of continuing to tax improve- 
ments more heavily, or land values more lightly. On this point Professor 
Due makes the following comment: 


Since economic rent is a true surplus, it may be argued that land taxation 
offers the least danger to incentives for economic development, per dollar 
of revenue, and even taxation of buildings is less detrimental than direct 
taxation of income from them. 

After noting some of the usual recommendations for Land Value Taxa- 
tion, he goes on to note the following drawbacks: 


Unfortunately, there are several major obstacles in the way of effective 
taxation in many developing economies. In some areas, as in tropical 
Africa, there is little private ownership of land, and a tradition against 
charging rents for the use of communally owned Jand. In other jurisdic- 
tions the obstacles are mainly political; the dominant group in the govern- 
ment is often representative of the landowner class. But on the whole, 
this approach to taxation offers important advantages to developing 
economies.” 

One or two further comments on practical problems of assessment 
should be made before we leave that subject entirely. Restrictions af- 
fecting land use, such as zoning laws, easements, etc., affect the value of 
land as much as its natural characteristics and must be taken into account. 
The wisdom or necessity of zoning and of tax exemptions, which affect 
the allocation and use of land, under a sound land tax structure are im- 
portant questions which could be studied at great length. These ques- 
tions relate to the priority of all social values affected by use of land, not 
just economic values. Social values are variable and subsidiary to 


Tess : = i 
miea Mew terete Fo tere hy foe DUY Aahhptheawds Litiew y+ 


92 The American Journal of Economics and Sociology 


broader issues of basic land policies with which we are concerned, and 
I shall not attempt to resolve them here. A problem which similarly 
affects land values, encountered in old cities, is that of useless structures 
which detract from potential value of a site. Where improvement of 
existing buildings is not economically feasible the cost of demolition should 
be considered in the assessment. 

Assessments need periodic review. This is especially true where im- 
provement is stimulated, which in turn affects surrounding land values. 
A dynamic condition requires more frequent review than a stable one. 
Other government functions also usually require more attention in an 
expanding active community, e.g., city planning, to assure that the growth 
is properly directed and that public facilities are efficiently located. 

Although the principle of Land Value Taxation is theoretically sound 
(the limited applications of it bear this out), the problems of bringing 
it into fuller reality, though not insurmountable, are very substantial. 
Not the least of these problems are the lack of popular understanding of 
the rationale behind it and an element of prejudice against it, generated 
in part by some of its overzealous early supporters. 


Asheville, North Carolina 
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Two NEW DEPOSITS of natural gas have been discovered in Italy, in the 
offshore area near Ravenna in the Adriatic Sea. Under a 1967 law, one- 
fourth of the upper Adriatic is reserved for the Italian State oil concern 
Ente Nazionale Idrocarburi (ENI). Italian and foreign companies have 
also applied for leases. The offshore natural gas reserves of the Adriatic 
Sea are believed to be much larger than those of the Po Valley (at present 
about 50 billion cubic meters), and their competitive development may 
prove to be a major boon to the entire eastern part of the country. The 
increasing domestic output of gas, together with the start of gas imports 
from Libya, is expected to mark the beginning of a new natural gas boom, 
such as that which occurred in the 1950’s with the exploitation of the gas 
finds in the Po Valley. In 1967, ENI produced some 9 billion cubic 
meters of natural gas, compared with 8.6 billion in 1966. ENI accounts 
for 96 per cent of the Italian output of gas. [From Economic News from 
Italy, New York. ] 


Tax Reform in Latin America 


The E.C.L.A. Proposals— 
A Critical Evaluation 


By ROBERT B. EKELUND, JR.* 


I 
Introduction 

Ir Is EXTREMELY DIFFICULT to carry out a rational fiscal program in any 
developing country without some common developmental goals agreed 
upon by business, the public, and by the most important implementor of 
fiscal policy, the government. In the past, development programs in Latin 
America (at least those large enough to encompass fiscal reform) have not 
been adopted with much vigor. Most fiscal changes were made to meet 
some specific need or to promote or restrict some private activity and, in 
the words of the Economic Commission for Latin America, “fiscal policy 
could not be more precise than development policy.” 

But fiscal policy holds a key role in any development program. Indeed, 
since the days of Keynes, it has been regarded as the most powerful tool 
of government. It has been recognized by the E.C.L.A. as the essential 
component for carrying out the much-needed social and economic reforms 
there. Specifically, fiscal policy is intimately related to the control of the 
volume of public and private investment (and its composition), to the 
quality and quantity of essential governmentally sponsored social goods 
and services, and to the distribution of income. In keeping with its im- 
portance to the less developed world, and in particular for Latin America, 
the E.C.L.A. has published under the auspices of the United Nations a 
“Report of the Conference on Fiscal Policy,” organized by the Organization 
of American States, the International Development Bank, and by E.C.L.A.’s 
joint Tax Program, which took place in Santiago, Chile, in December, 1962. 
It will be the aim of this presentation to explore this report and other 
available sources on the topic in an attempt to synthesize and evaluate 
contemporary thought on tax reform. 


* I am indebted to Professor Robert Flammang for offering suggestions on an earlier 
draft of this paper. I am solely responsible for any errors that may remain. 

1 Economic Commission for Latin America, “Provisional Report of the Conference on 
Fiscal Policy” (Tenth Session: Mar del Plata, Argentina, May, 1963), p. 29. 


94 The American Journal of Economics and Sociology 


H 
Fiscal Policy in a Development Context 
FISCAL POLICY is the whole body of measures relating to the tax system, 
public expenditure, and debt financing. Fiscal policy can be active in 
varying degrees, but never passive, since if the government taxes or spends 
at all, the destiny of the economy is influenced. 

The absolute role of government in economic life may be large or small, 

but it seems that most Latin American countries only admit to a limited 
role of government in the economy. According to E.C.L.A., there are 
few countries where public sector accounts for more than 15 per cent of the 
national expenditure, where public investment exceeded 33 per cent of 
total gross investment, or where tax revenue represented over 12 per cent 
of GNP.? 
This may be contrasted to the United States where tax revenue is almost 
20 per cent of GNP and this is growing. One thing may be stated at the 
outset, however; the role of the government in Latin American economic 
development is crucial and it can be expected to grow almost geometrically 
as development proceeds, assuming that rational development plans are 
instituted. 

Aside from the traditional national expenditure, taxation, and debt 
financing, E.C.L.A. includes a multitude of other items in its concept of 
fiscal policy. Municipal and provincial government activities must also 
be included in the definition, since they definitely have the power to ad- 
versely affect the rate of private investment and, in particular, to hamper 
specific categories of productive investment through their power to tax. 

The concept of fiscal taxation must also include autonomous and semi- 
public agencies and enterprises partially or wholly owned by the State, 
since tariffs, prices, or utility rates have the same effect as a tax. Although 
this paper will not be directly concerned with them, the concept is 
broadened by E.C.L.A. to include social security institutions, insurance, 
and pension funds, since contributions are analogous to tax, and investment 
by social security agencies are akin to social investment. Debts (/.e., long- 
term commitments) incurred by semi-public agencies also are included, as 
well as exchange measures and the activities of central banks. This latter 
item seems strange to those familiar with the working of the economy of 
the United States, whose economists choose to lump monetary policy and 
theory as a separate category of stabilization techniques. 

2 Ibid., pp. 30-31. 

3 In the United States, state and local taxation and expenditures are generally regarded 


by economists as procyclical, stemming probably from the fact that they are not ‘“money- 
printing” entities. 
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Although the aforementioned are all part of the legitimate role of fiscal 
policy, this paper will confine itself to tax reform and tax policy as related 
to economic development and growth in Latin America. Admittedly this 
is only one side of the three-sided fiscal coin, but in the interest of brevity, 
government expenditure and debt financing must be omitted. 

With regard to tax policy, three broad developmental aims or objec- 
tives may be sifted out. Each is interrelated with the others, and as an 
integrated whole, they are vital and directly linked with economic de- 
velopment. They are: 

1) To create sufficient public savings to cope with the estimated volume of 
public investment and to collect via internal and external borrowing any 
additional necessary resources from private or foreign savings. 

2) To absorb from the private economy, in equitable and efficacious means, 
the income required to cover the provision of those public services which 
the community regards as indispensable or desirable. 

3) To manipulate various tax, expenditure, price and rate fixing in such a 
way as to provide the private sector with sufficient incentives to generate 
the volume of savings required for economic development and to effect its 
proper share of investment.* 

Other subsidiary goals of tax policy may be pointed out. Here tax policy 
could cooperate without being the dest instrument necessarily. This is the 
area of countercyclical action to deal with short-term fluctuations of the 
cycle and in the area of the distribution of income. With regard to the 
former, it seems that the manipulation of tax rates, etc., would be too 
cumbersome in dealing with low-magnitude fluctuations. Monetary policy 
seems to be the appropriate instrument here. 

With regard to the effects of taxation on the distribution of income, 
there was some disagreement among the members of the joint tax com- 
mittee. Mr. Victor L. Urquidi, who is adviser to the Secretariat for 
Finance and Public Credit of Mexico and who delivered a paper at the 
conference, felt that taxation had little to do with the distribution of income 
since higher progressivity does not mean that income will be more equitably 
generated in the future. He felt that more equal income generation could 
only be realized with general social and institutional reform. 

Although this argument seems plausible in a kind of ex ante sense, it 
seems inconsequential ex post. The fact is that through taxation a real 
goods redistribution takes place, ¿e under ideal progressive taxation, re- 
sources would be spirited away from the wants of the high-income groups to 
the provision of necessary social goods. Although this author agrees with 


3 bid., p. 32. 
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Mr. Urquidi that taxation does not equalize income distribution in the’ 
generative sense (perhaps minimum-wage legislation and union develop- 
ment would help do this), after taxation resources are reallocated to the 
low-income segments of the population. Thus the distribution of real 
income is affected, albeit ex post. 

One could also argue that, in the long run, taxation does tend to affect 
income generation since, by its very nature, it affects the allocation of re- 
sources. Land is a case in point. If agricultural land is heavily taxed, 
causing a decentralization in its holding, future income is clearly redis- 
tributed. It is therefore the opinion of this writer that taxation has the 
power to (ex post) relieve disparities in income distribution as well as the 
potential power to affect future income generation, although social and in- 
stitutional change here does seem to be of primary importance. 

In summary, then, the following seem to be the tasks assigned the tax 
system in Latin America: (a) creation of enough public savings to match 
public investment; (b) equitable absorption of funds from the private 
economy in order to finance social goods; (c) the provision of incentives 
for private investment; (d) the ex post redistribution of real income. This 
paper will attempt to explore the effectiveness of each possible type of tax 
using the above criteria. 


HI 
An Evaluation of Specific Tax Proposals From E.C.L.A. 

The Sales Tax. ‘The sales tax appears to be an important source of rev- 
enue in many Latin American countries. According to statistics from 
the Agency for International Development, it accounts for approximately 
43 per cent of total revenue in Brazil, 42 percent in Chile, 40 per cent in 
Venezuela, and 32 per cent in Argentina, but only 29 percent in Mexico 
and 22 per cent in Peru (excluding the export tax which is also in the 
“sales” category). The multiplicity of these taxes is incredible. The 
sales tax appears to function in Latin American countries largely as it does 
in the United States. Little by little taxes are placed by the legislature on 
a particular project. Over a period of time a complicated sales-tax system 
emerges, one tax juxtaposed over another. 

In order to relieve this problem, E.C.L.A. proposes a single sales tax 
with a low rate and a broad tax base. Progressivity could be achieved, ac- 
cording to the proposal, by levying severe excise taxes on domestically pro- 
duced luxury goods (those traditionally consumed by the high-income 
groups). Imported luxuries already bear high import duties. 

Most economists are suspicious of a sales tax, however. While it is a 
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proportional tax on the surface when expenditures are taken as the base, it 
can be shown to be regressive when income is considered as the base. 
Although high taxation of luxury articles is to be encouraged, E.C.L.A. 
seems to advocate an “across the boards” general sales tax, which could be 
castastrophic to low-income elements of the population. In order to help 
prevent regressivity, an exemption could be made for foodstuffs. One tax 
authority claims that “although a general retail tax tends to be regressive 
over a wide income range, a levy which exempts food is roughly propor- 
tional except in the lowest and highest income groups.”’® 

The sales tax would also have effects on incentives to work and on con- 
sumption and investment. Many accept the fiscal generalization that sales 
taxation inhibits work incentives less than income taxation. ‘There are 
arguments for this position. One is that the consumer may avoid the 
sales tax, but not an income tax, by saving part of his income. He will 
(in the case of a sales tax) continue to work in order to save, whereas the 
income tax, by increasing the amount of necessary work time, may force 
him to leisure.6 But this argument would hold only if the individual con- 
sumer expected taxes to be lowered in the future, which would probably 
not be the case in Latin America (or in most countries). It must then be 
concluded that the sales tax may have a debilitating effect on work incen- 
tives, especially where the “propensity to siesta’’ is already quite high. 

If one accepts the theory that the incidence of a sales tax falls on the con- 
sumer, it is obvious that the direct effects fall on consumption. If private 
investment is affected at all, it would be through a lower consumption de- 
mand. Income taxes, conversely, are thought by many to affect both con- 
sumption and investment directly. However, according to the factor- 
burden theory of sales-tax incidence, there is little difference between the 
sales tax and the income tax, as far as the effect on investment. “With 
sales-tax incidence taking the form of reduced money incomes, private 
spending for either consumer or investment goods may be lowered by such 
alevy.”" It is thus just as probable that sales taxation will decrease invest- 
ment as will an income tax. 

The sales tax also has welfare aspects in that it distorts the equality in 
ratios between production and consumption. Although this analysis is 
beyond the scope of this paper, the conclusion is that the allocation of re- 
sources is distorted through a sales tax. 


ö Earl R. Rolph and George F. Break, Public Finance (New York: Ronald Press Com- 
pany, 1961), p. 285. 

6 Ibid., p. 296 et passim. 

T fhbid., p. 297. 
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Notwithstanding all these defects, the use of the sales tax may be de- 
fended in developing countries. Professor Krause recommends them be- 
cause they are fairly easy to administer, “and in an environment in which 
administrative weaknesses are legion, ease of administration constitutes 
an important merit.”§ Moreover, it must be admitted that a sales tax does 
curtail consumption. It seems to this writer that the ideal sales tax would 
be selective in nature. 


Export-Import Taxes. Surprisingly, E.C.L.A. had practically nothing to 
say concerning export-import taxation, which is simply another form of the 
sales tax. On imports, as was mentioned previously, taxation as a ra- 
tionale for revenue becomes less cogent as the effects of protection pro- 
ceeds. Thus taxation of exports must account for the large percentages 
of revenue from “customs” in a number of Latin American countries. 
Customs accounts for 65 per cent of total revenue in Haiti, 61 per cent in 
El Salvador, 61 per cent in Nicaragua, 53 per cent in Guatemala, 50 per 
cent in Bolivia, but only 11 per cent in Venezuela, 12 per cent in Brazil, 
and 27 per cent in Mexico, all high-income countries (comparatively). 

Clearly the rationale for an export tax is that its incidence will fall on 
the foreign importer. Otherwise the tax would have a disincentive on 
export producers, which would hamper development by possibly reducing 
foreign exchange earnings. If the incidence of a tax does fall on the 
foreign purchaser, revenue is had at his expense. But this could only be 
the case if the exporter country has a monopoly or near-monopoly in the 
particular commodity under consideration, and if the seller faces an inelastic 
demand. It is highly probable that many Latin American export commodi- 
ties do not fall into either of these two categories. If this is the case, the 
incidence of an export tax (at least partially) falls on the seller, who will 
adjust his output to the tax, causing, in the case of competitive conditions, 
a fall in factor income, and in the case of imperfect competition, unemploy- 
ment, which is a fall in income. The tax is thus at the expense of domestic 
income. 

It must therefore be concluded that before Latin American governments 
ubiquitously apply an export tax, the conditions of each particular industry 
should be investigated. Export taxes moreover have the power to in- 
fluence the conditions of international demand—it may well be (given the 
proper elasticity conditions) that foreign exchange earnings could be en- 
hanced by a reduction of export taxes. 

That export taxes should be abolished regionally is obvious, since in a 


8 Walter Krause, Economic Development (San Francisco, Calif.: Wadsworth Publish- 
ing Company, Inc., 1961}, p. 216. 
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common market context, export taxes also may distort the regional distribu- 
tion of resources (which is of course anathema to the concept of a common 
market or free trade association). 


Value-added tax. Another in the family of sales taxes that E.C.L.A. has 
proposed—as a possible substitute for the general sales tax—is the value- 
added tax, which is a relatively new concept in taxation. Essentially, it is 
a tax payable by enterprises on the difference between total sales and pur- 
chases from other enterprises—the difference being equal to the sum of fac- 
tor payments.® ‘The advantage of the value-added tax is that pyramiding is 
avoided. In Latin America it would also have the advantage of yielding in- 
dependent information on sales, thereby providing for more effective tax 
administration. 

The state of Michigan and France are currently employing this tax with 
much success.1° Its initial effect is not on income, but on profits. As 
such, its incidence may rest entirely on consumption, or even not on con- 
sumption at all. Its ultimate incidence depends on cost conditions of the 
particular industry and on the conditions of demand. 

Again it seems that E.C.L.A. is vague on the matter of whether such a 
proposed tax should apply ubiquitously. To apply such a tax to indus- 
tries such as agriculture, textiles (for domestic consumption at least), or 
other basic goods would have the same welfare drawbacks as the general 
sales tax. And if conditions were such that the incidence of the tax rested 
on production factors (primarily labor in unorganized markets), the tax 
again would be contradictory to development aims, since wages in these 
industries are already low. It is notable that France exempts a number 
of products completely. 

The most extreme of the sales-tax retinue is yet to be mentioned. 
E.C.L.A., however, made no mention of the turnover tax, the sales tax with 
the largest base. It is a tax on total sales of each unit in the chain from 
production (extraction) to consumption. Its base is consequently much 
larger than GNP and it also takes services into account (any sales tax 
could). In theory, this is the most regressive of all taxes and it is signifi- 
cant that it is currently used only in the U.S.S.R. and Germany. 

The arguments presented above seem to find little justification for in- 
discriminate use of the sales tax. However, due to the need for adequate 
government revenue and the developmental requirements of decreasing 
consumption in the upper income strata, a heavy selective tax on luxuries 


9 E.C.L.A,, op. cit., p. 12. 
10 Rolph and Break, of. cit., p. 280-81. 


100 The American Journal of Economics and Sociology 


seems appropriate for Latin America. The value-added tax, while it 
offers the subsidiary benefit of more accurate tax information, seems a bit 
too intricate for Latin America’s tax administration at the present time. 
Perhaps with the wider adoption of automatic data-processing machines 
the value-added tax would become more feasible, but even then, this author 
would favor only selective use of it. 


The Personal Income Tax. ‘The points made by the joint tax program re- 
garding specific reform of the personal income tax are incontestable. 
That Latin America should adopt a unitary system of tax reporting en- 
compassing all forms of income is obvious, since to do otherwise would be 
to deny the government legitimate revenue through outright evasion. 

Specifically, the committee recognized the need to widen the income 
tax base by including items hitherto untaxed. The committee felt that 
capital gains should be recognized and taxed with a change in ownership 
of mobile or immobile property (whether by sale, gift, or inheritance). 
Imputed rent is another item that should be included in order to provide 
equal treatment between owners and renters. ‘The committee stressed the 
need to cut existing exemption levels and to eliminate low-income taxa- 
tion. They also felt that the marginal rate of taxation was excessively high, 
a condition which only promotes evasion and makes the extension of tax 
to all forms of income almost impossible. The high rates also defeat the 
aim of the tax, 7.¢., raising government revenue. 

Agricultural income presents special problems of valuation. Some form 
of presumed income rather than actual income should be used. One group 
suggested that the agricultural tax base should be calculated on the basis of 
average yields of land with similar characteristics.11 But this involves the 
use of information and technicians not now available in Latin America. 
This method also seems to possess a degree of arbitrariness, since analogical 
contrasts between yields of “like grades” of agricultural land would be im- 
perfect. Further, a case could be made for exempting the owner of small 
holdings from the tax, since agrarian reform and concomitant technological 
and production advances are part of the development program. 

In Latin America there seems to be a great need for extending the pro- 
gressive income tax. It is presently of relatively little importance, revenue- 
wise, in the Latin American countries, with the exceptions of Colombia, 
(52 per cent), Peru (47 per cent), Venezuela (38 per cent), and Mexico 
(37 per cent). Since the equity of the income tax (if progressive) is 
apparent, it should be stressed in the greatest degree possible given the con- 


11 E,C.L.A., op. cit., p. 13. 
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ditions of underdevelopment. Although the income tax may have certain 
effects on work incentives, on consumption and investment, it is clearly 
preferable to the corporate income tax and to the sales tax (which will more 
than likely have more effect on consumption with the individual case 
controlling). It is under this category, in this writer's opinion, that re- 
form should be initiated and extended. 


The Net-Wealth Tax. While not an income tax, the net-wealth tax, 
mentioned by the report, has found wide use in the Scandinavian coun- 
tries of Sweden, Norway, and Denmark. The rationale for the tax could 
not be simpler. Property, as it is reasoned, confers advantages which are 
distinct from and additional to the income derived from such property. 
Primarily, in Latin America it confers honor, prestige, and class distinction. 

The committee recommends a tax on net wealth of individuals and 
families as an adjunct to the progressive income tax. Net wealth would 
be defined as the value of assets less liabilities, and it would include such 
items as real estate (real property), financial assets, and valuable personal 
possessions (personal property). It is suggested that the tax be levied at 
relatively low rates on the wealth in excess of some reasonable multiple of 
the per capita national income. The tax should be progressive (0.5 per 
cent up to 2.0 per cent). 

While on the face of it the tax has much to recommend it, especially 
as a reinforcement of the progressive income tax, the drawbacks seem to 
overbalance the gains. In the first place, the collection of such a tax 
vis-a-vis the current tax machinery would be costly and inefficient. More- 
over, while the income tax may be justified on actual income received, such 
a net-wealth tax borders dangerously on the infringement of the right 
simply to own property. The political and juristic interpretations of such 
a tax would have to be more fully explored in order to suit this writer. 


Control of income reporting—a digression. One of the most important 
recommendations of the committee is the plea for tighter control of income 
reporting. At present, tax evasion and avoidance is merely popular sport. 
The taxpayer should be legally required to make regular and full dis- 
closures of real property, stocks, shares, etc., owned by him. Moreover, 
the tax authority must be given the legal power to verify returns. In the 
United States tax authorities have the power to investigate fully any sus- 
picious returns, by interviewing friends and business associates of the sus- 
pect, as well as by examining bank statements, etc. In Latin America the 
absence of such control only encourages evasion. 
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The Corporate Income Tax. ‘The corporate income tax, with its potential ` 
effects on investment, is a most important one in Latin America. The rates 
on domestic corporations should not be so high as to discourage invest- 
ment and risk taking, while at the same time not be so low as to forego 
revenue on income from both domestic and foreign-based corporations. 
With regard to foreign-based corporations, a reduction in the amount paid 
to a Latin American government would be offset by an increase in the taxes 
of the base country. In this latter case, from a revenue standpoint at least, 
tax rates should remain high. 

It is generally considered proper policy in the less developed context to 
avoid progressivity in the corporate income tax structure except in the 
small-business case. In the past, such progressivity in the corporate tax 
forced atomization of firms with concomitant loss of economies of large- 
scale production. Moreover, the lethargic and inefficient were rewarded. 

Alternatively, a case could be made for tax concessions to “infant 
industries.” Most of these, however, are already subsidized by tariffs. 
But since economic growth is the major problem of the developing coun- 
tries, tax incentives to growth industries might be feasible. A hierarchy of 
goods deemed necessary for development could be set up and tax rates 
could be made to vary inversely with importance. Although this probably 
would have distortive effects on income distribution, the inequity could be 
substantially mitigated by vigorous enforcement of the personal income tax. 


The Land-Tax Question. Existent urban real estate and agricultural prop- 
erty taxes are based on out-of-date valuations and are in urgent need of re- 
form. Since landownership is highly concentrated and characterized by 
high degrees of absentee ownership, land taxes are extremely important in 
order to bring about the efficient use of land, create a freer market in land, 
and promote the general objectives of agrarian reform. 

The greatest problem of this tax is its administration, i.e, an adequate 
assessment in order to determine the proper tax base. The traditional 
method of direct valuation by fiscal officers is plagued with inefficiency, 
lack of funds, lack of technicians, and often with outright bribery. 

The alternative to direct valuation comprises one of the most bizarre 
proposals to come from the conference: a development of an approach 
that originated in Denmark. It is a system of self-assessment, interpreted 
as a declaration of value by the owner of Jand. Such a valuation is placed 
on public record and any individual or enterprise is free to bid on the 
property. In the event that such a bid exceeds the owner’s estimate by a 
significant amount, the owner, if he does not sell, must revalue his property 
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“up to the amount of the bid. The maker of the bid would be entitled to a 
kind of premium, which, the committee suggested, would comprise the 
amount of extra tax collected in the first year following the revaluation. 
(Under the original form, the government could buy in the property.) 
Dissidents to this plan felt that while the above seems to be a good tran- 
sitory device, assessment by fiscal authorities was preferable. 


Other Revenue Sources. The E.C.L.A. committee felt that a progressive 
tax on inheritance and izter vivos gifts would help reduce inherited-income 
inequality. If full disclosure could be legally enforced on the income tax, 
inheritance-tax administration would present no special problems.12_ In 
order to further reduce income inequality, the inheritance tax may be made 
progressive in nature with some minimum untaxable rate coupled with 
steep progression in the upper income regions. 

The committee believed that prices of service provided by public enter- 
prises were at unjustifably low levels. These services are for the most 
part sold to private enterprise rather than to the final consumer. Thus, 
according to this reasoning, profits of private enterprise were artificially 
raised at the same time profits of public enterprises were kept at low levels. 
They felt that a reasonable goal of price policy would be that the “public 
sector obtain profit rates comparable to gross of profit rates achieved in the 
private sector.”43 It was generally felt that public utilities could provide 
a significant source for government financing. 

At first blush this attractively simple argument is appealing. But it is a 
total denial of the rationale for public utilities or enterprises. Public 
utilities and businesses arise (except in the extreme socialist or totalitarian 
States) in response to the need for a commodity or service that cannot or 
cannot so well be provided by the private sector. In the case of power 
generation, transportation, etc., the commodity is a social good as well as 
a public utility. The development effort must contain the provisions for 
low-cost transportation and electric power, particularly to encourage private 
enterprise as well as to provide for the needs of the entire population. 
The E.C.L.A. proposal therefore seems contrary to the role of the govern- 
ment in development. 

This is of course not to imply that differential charging or what is com- 
monly called “charging what the traffic will bear” could not net some addi- 
tional revenues. Obviously most public enterprises and utilities are 
virtual monopolies. They would therefore be able to differentiate charges 


12 E.C.L.A., op. cit., p. 17. 
13 Ibid. 
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between businesses and the public. In essence, the American system of l 
differential charging could be effected, but in reverse. In any event, it 
would be most difficult for public enterprise to justify anything approach- 
ing monopoly profits in industries universally recognized as social services. 
This particular problem could be the occasion for interesting and fruitful 
research. 

In general, the joint tax program committee thought that tax provisions 
relating to foreign companies were better administered than the others. 
It felt that some countries might gain much-needed capital by tax conces- 
sions to international business. But it seems that what may be beneficial 
to one country may simply serve to divert investment from its neighbors 
rather than increase the total flow of funds. There are also possibilities 
of evasion. For example, it is possible in some cases for an international 
company to understate the value of exports, or to overstate the value of 
imports, thus showing smaller profit on local account than its true profit 
picture arising from local operations. Here there is a need for inter- 
national uniform tax laws and consultations. On this point the Subcom- 
committee on Inter-American Economic Relationships of the Congress of 
the United States concurs. It is interesting that this committee acknowl- 
edges the fact that Latin American governments can gain substantial reve- 
nues by taxing foreign investments on an ad hoc basis. It advises the 
individual country to determine first whether the investment would be 
made in the presence of a tax. Only in the event that the investment 
would not be made should tax concessions be given.4 

A need to tax foreign-earned income also exists. It is estimated that 
Latin American flight capital abroad since World War II is somewhere in 
the area of $15 billion. Here again, cooperation of international tax 
collection systems is needed. 


IV 
Concluding Remarks: Incentive Taxation and the Way of Reform 
THE COMMITTEE, while they felt that taxes could be used as a partial al- 
locator of economic resources, were notably cautious and vague on the 
matter of incentive taxation. They felt that, in the past, investment in- 
centives had caused loss of revenue while generating limited amounts of 
investment; they therefore minimized their importance in. Latin America. 
But in this author’s opinion, tax incentives for investment cannot be written 
14 Joint Economic Committee, Congress of the United States, “Private Investment in 
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‘off so easily, granted that it is a most difficult coup to devise an efficient 
system. 

Professor Krause distinguishes three general types of incentive taxation: 
1) tax concessions; 2) taxes to be avoided; and 3) taxes to compel 
output.15 For the purposes of development, the first type seems to be 
most important. Tax concessions can be a goad to the private entrepreneur 
by increasing the expected rate of return on a given investment (assuming 
that it is important for development). In effect, these concessions would 
tend to offset risk and to enhance expected value. There are several forms 
that these concessions may take, such as tax-rate reduction on new invest- 
ment, tax exemption for new enterprise, tax allowances based on ac- 
celerated depreciation, and tax forgiveness on current income whenever 
this income is committed for reinvestment. Among them, accelerated 
amortization seems to offer the most potential, offering as it does rapid 
write-off of investment against current earnings. High-priority projects 
would presumably be allowed the fastest write-offs. 

It seems that incentive taxation would definitely have its place in the 
Latin American systems, but it must be admitted that general tax reform 
and better administration are the necessary preludes for the proper admin- 
istration of incentive taxation. In planning new tax systems, Latin 
American tax experts must be careful to “build-in” an incentive program. 

Although most of the current observations on the E.C.L.A. tax proposals 
have accompanied their discussion, a few remaining points need to be 
emphasized. One is that the preponderance of indirect taxation must be 
replaced by the levy of progressive income taxes. As one authority has 
exclaimed, “The tax systems of 14 [Latin American] countries are regres- 
sive.”16 There is no question of the need for reform. But reform will 
not emerge of its own power and it will not come overnight. Reform of 
tax administration, statistics of the best possible quality, and technical ex- 
perts of the highest capacity are vitally needed for tax reform in Latin 
America. Taxpayer education and continuous reevaluation of the tax and 
expenditure programs within the countries of Latin America are also neces- 
sary if fiscal policy is to play its role in economic development. 

Although fiscal policy is potentially the most powerful tool for economic 
development in the less developed world, it can actually have negative 
effects in the hands of the incompetent. The power to tax zs the power 
to destroy in a developmental sense. The joint tax program of the O.A.S., 


15 Krause, op. cif., p. 221. 
16 g7th Congress of the United States, “Economic Developments in South America” 
(Washington: U.S. Government Printing Office, 1962), p. 140. 
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E.C.L.A., and the .D.B. is certainly encouraging, but the cooperation of 
each Latin American government is vital to the successful implementation 
of such programs. It is hoped that informed citizens of Latin America 
will cooperate as well, for the time may be swiftly approaching when co- 
operation may be no longer be an alternative. 


Texas A. & M. University 
College Station, Texas 


An Aitack on Tax Reform in Hawaii 
By ELIZABETH READ BROWN and Harry GUNNISON BROWN 


EARLY IN 1967 Hawaiis Department of Taxation called upon Hawaii's 
Legislature to repeal its tax reform program. Why? 

Those interested in tax policy as it affects the cost of housing, the pro- 
liferation of slums, the increase of capital and the productivity—hence the 
wages—of labor will find this story relevant. 

Hawaii’s tax reform program, adopted in 1963, provided for a reduction, 
by successive steps, of the tax rate on improvements, and a corresponding 
increase in the tax rate on land values. It is modeled somewhat on the tax 
system of Pittsburgh (and Scranton), Pennsylvania, and so is referred to in 
Hawaii as the ‘‘Pittsburgh Law.” 

However, the Department of Taxation has made a report to the 1967 
Hawaiian Legislature “Relating to the Repeal of the Pittsburgh Law.” The 
report contends that many residential properties have higher taxes under the 
Pittsburgh Law, that “the vast majority of these residential properties thus 
adversely affected were those with older homes” and that, “usually, older 
homes are occupied by older persons with relatively fixed incomes.” 

But usually these older persons do not have the expense of children. The 
homes of the younger owners who have children, need to have more rooms, 
furniture, household appliances, etc., and so are likely to cost more. Often, 
therefore, they are mortgaged, sometimes heavily. So why assume that the 
older home owners are the ones most entitled to have lower taxes? 

If we do not tax land values more heavily, all our citizens who must be 
renters will have to pay higher rents, however poor they are, because the 
speculative holding of Jand out of use makes land artificially scarce and 
expensive. So anyone who might build houses in order to rent them will 
be less inclined to do so unless the rent he can charge his tenants is higher 
by enough to justify paying the higher price for land that results from the 
speculative holding of land out of use. Also, anyone who might consider 
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building houses to rent will not forget that he must pay taxes on all the 
houses he builds and rents. And the cost of buying a home—.e., of be- 
coming a home owner—is certainly higher because of land speculation. 
Hence, often, the buyer must borrow—-or borrow more—and so be more 
heavily mortgaged. 

Those who made this report to the Hawaiian legislature were really, 
though perhaps inadvertently, arguing for a system which makes rents 
higher for every family, however poor, who must be renters. They were 
arguing for a system that holds up the cost of becoming a home owner. 
They were arguing for a system of taxation that breeds slums by rewarding 
with tax reduction slum owners who permit their tenements to become 
more slumlike, and by punishing with an increase of taxes any slum owners 
who improve their tenements. They were arguing for a tax system that 
contributes to urban and suburban sprawl, and so requires the extending of | 
water mains, sewers, electric light and power lines and telephone wires 
longer distances and increasing the mileage delivery trucks must travel. 

Also, they were arguing for a system that, because it decreases the amount 
of available land and discourages the inflow and increase of capital, holds 
down the productivity of labor and the wages of labor. 

All of the above evils these “advisors” are willing to have their state 
suffer, ostensibly because of their belief that carrying out the “Pittsburgh 
Law” may mean an increase of taxes on some of the older residences which, 
they contend, are “usually occupied by older persons with relatively fixed 
incomes.” 

But in view of evils that our present local property tax policy inflicts on 
renters of homes and buyers of homes, on slum dwellers and on wage 
earners as such, these “advisors” certainly do not have a case for repeal of 
the "Pittsburgh Law.” 

Should there be any cases of exceptional hardship to aged owners from 
this law, it would be far better to have the state provide special aid to them 
for the remaining years of their lives, than to maintain forever the evils of 
the general property tax. And how can we be sure that the main pressure 
against the “Pittsburgh Law” does not come from slum owners and vacant 
lot owners who would like to have their unjust privileges defended by 
pleas that the law they want to repeal is really disadvantageous to the poor! 

But if the authors of this report are opposed to the “Pittsburgh Law” 
because they consider it not in accordance with the theory of “taxation ac- 
cording to ability,” why have they for years—even decades—made no 
complaint about the general property tax? For the general property tax is 
certainly not levied on the basis of “ability to pay.” For example, assume 
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that Smith and Carter each owns a building lot and building, assessed at 
$80,000. Both of them will be taxed the same amount, e.g., 2 per cent or 
$1,600. And it does not matter if there is a mortgage of $70,000 on 
Smith’s building and lot, and no mortgage at all on Carter’s. Nor does it 
matter whether either—or both—is old and feeble. Both will be taxed the 
same amount. But when have these Hawaiian Department of Taxation 
advisors made any complaint about this? Presumably they are satisfied’ 
with the general property tax unreformed! 

Yet when the general property tax is changed in such a way as to be far 
more favorable to ordinary folks in America—or a state in America—than 
it has ever been before, these advisors are ready to—and do—denounce it, 
on the basis that some relatively poor present owners might have to pay a 
somewhat higher tax than they had paid previously! What these advisors. 
would do away with is far better for the overwhelming majority of com- 
mon folks, than what these advisors want! 


Columbia, Mo. 


A Soviet Goal: Mastery of the Seas 


THE SOVIET UNION has made great strides in the past decade in its drive 
to become the leading maritime power in the world. It has moved in 
force onto, under, and over the world’s oceans. Its navy is the world’s. 
second most powerful in terms of physical hardware alone. 

Soviet oceanographic and hydrographic research vessels are conducting 
research in every ocean of the world. ‘Their submarines are studying our 
own coast, and it is apparent that they have in mind not only the future 
military uses of the oceans but also their economic potential—including 
mining the oceans’ bottoms for raw materials. 

In the expanding fisheries industry, the Soviets already have by far the 
largest and most modern high seas fishing fleet in the world—currently 
numbering in excess of 4,000 units deployed to all major fishing grounds 
including the polar regions. 

The Soviet oceanographic fleet is the world’s largest—more than 200 
modern ships embarked on a program to discover and exploit the riches of 
the oceans. [From the U. S. Department of State.] 
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A Human View of Economics 


By JAMES R. RINEHART 


‘THERE ARE A PLETHORA of books designed to explain, analyze, and evalu- 
ate principles and problems of elementary economics. Many appear to have 
been stamped from the same mold as their material, organization, and 
syntax are highly standardized. Perhaps this is to be expected. In any 
event it is refreshing to discover a book on basic economics that is lucidly 
written, provocative, and informative. Professor Mundell’s Man and 
Economics! is such a book. 

The preface of Professor Mundell’s book is indicative of the author’s 
originality of approach, of his skill as a writer, and of his keen insight 
as an economist. The preface is short, so I shall reproduce it here for 
the reader’s consideration: 


Economics is the science of choice. It began with Aristotle but got mixed 
up with ethics in the Middle Ages. Adam Smith separated it from 
ethics, and Walras mathematized it. Alfred Marshall tried to narrow it, 
and Keynes made it fashionable. Robbins widened it, and Samuelson 
dynamized it, but modern science made it statistical and tried to confine it 
again. 

"But the science won't stay put. It keeps cropping up all over the place. 
There is an economics of money and trade, of production and consump- 
tion, of distribution and development. ‘There is also an economics of 
welfare, manners, language, industry, music, and art. There is an eco- 
nomics of war and an economics of power. There is even an economics 
of love. 

Economics seems to apply to every nook and cranny of human ex- 
perience. It is an aspect of all conscious action. Whenever decisions 
are made, the law of economy is called into play. Whenever alternatives 
exist, life takes on an economic aspect. It has always been so. But how 
can it be? 

It can be because economics is more than just the most developed of 
the sciences of control. It is a way of looking at things, an ordering 
principle, a complete part of everything. It is a system of thought, a life 
game, an element of pure knowledge. 

It is also useful in many ways, as the rest of this book tries to show (p. 1). 


Profcssor Mundell has made no attempt to write a principles text of the 
standard varicty. The author has been highly selective in his choices of 


1 Man and Economics. By Robert A. Mundell (New York: McGraw-Hill Book Com- 
pany, 1968), 200 pp. 


110 The American Journal of Economics and Sociology 


subject matter, as he has refrained from the encyclopedic approach em- 
ployed by most textbook writers. Yet his treatment of basic economic 
concepts and problems is presented in sufficient detail and clarity of style 
to be intelligible to the economically unsophisticated and rewarding to the 
economist. 

The book is divided into three parts: Part I is entitled Principles; Part 
H, Problems; and Part III, Policies. 

In Part I, Professor Mundell examines principles of economics with 
simplicity and alacrity but with an eye to general applicability. Laws 
and principles involving such concepts as scarcity, the necessity of choice, 
specialization, prices, income and substitution effects, money, liquidity, in- 
vestment, markets and competition are scrutinized carefully. 

Many people think of economics as having to do strictly with business 
and more specifically, with money, finance, production, etc., and fail to 
envisage its relevance to the broader range of human activity. Here the 
author is at his best. In one place he states, “the law of economy is the 
basic postulate of economics and indeed a basic law of all human activity” 
(p. 9). In another section, when discussing the nature of choice, he 
reasons, “Beauty, intelligence, character, wealth and personality are all 
assets traded off against one another on the margin of choice. The de- 
cision to marry involves weighing a stream of benefits against a stream of 
costs over time. An investment in a wife or husband is as much a part 
of dynamic choice as any other act of investment” (p. 61). 

In Part II, Professor Mundell treats some pertinent economic problems 
that are of current concern. Although one wonders about the method he 
employed in selecting the particular problems he examines, one cannot 
deny that the chosen problems are significant and timely. For instance, 
he discusses such problems as unemployment, depression, balance of pay- 
ments disequilibrium and gold losses. 

Part III on policies concerns primarily a delineation of complexities in 
the decision-making process. One of the major frustrations often en- 
countered in dealing with policy questions is that one usually finds about 
as many competing courses of action that might be pursued to mitigate any 
particular problem as there are individuals probing the nature of the prob- 
lem. Vested interests, incorrect or inadequate data, human biases, among 
other things, get tangled up with analysis, and divergent and oftentimes 
conflicting courses of action appear. Professor Mundell offers few policy 
suggestions to mitigate specific difficulties and provides no general set of 
plans for solving the multitudinous problems of modern society. He 
chooses to dwell instead on the theory of policy making, especially in terms 
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‘of the general interdependence of human action. He is concerned, in 
other words, mainly with directing the reader’s attention toward an over- 
all consideration of the essence of policy making itself and the diverse 
complications of policy considerations when governmental weight is 
brought to bear on current problems. 

Specifically, he examines the ramifications of a man’s ability to pass 
along knowledge from one generation to another, of gains to be ac- 
quired from cooperative actions, and of decision making where individual 
interests are antagonistic to one another. Adam Smith’s “invisible hand” 
concept is also discussed in terms of its guiding influence in a decentralized 
economy. The author acquaints the reader with policy involvement and 
conflict where “externalities” appear to vitiate the workability and out- 
comes of free market forces. Professor Mundell does not offer easy 
answers to the externality dilemma, but he does provide a stimulating ac- 
count of the problem, which in turn compels the reader to ponder the 
intricacies of government policy. In one place he reasons: 


One of the great struggles in politics has been the problem of determining 
the appropriate blend between the forces of decentralization and centraliza- 
tion in demarcating the zones separating those interests that should be left 
in the hands of the individual, the family, the local community, the state, 
the federal government, and the sovereign nation. Excessive centraliza- 
iton is an imposition of unnecessary coercion on a wide class of participants 
in society and has a leveling and homogenizing effect not in the interests 
of a great society or a creative society; excessive decentralization, on the 
other hand, can involve anarchy or the failure to capture some of the 
gains from common social purpose and wider collective endeavor (p. 198). 


Man and Economics is the kind of book that can be appreciated by 
novice and expert alike. The writing of a book that achieves this end 
is no easy task, but Mundell seems to have pulled it off with considerable 
éclat. 


Newberry College 
Newberry, §. C. 


Employee Compensation under the Income Tax, By C. Harry Kahn. 
New York: Columbia University Press (for the National Bureau 
of Economic Research, Inc.), 1968. 142pp., 46 tables, $5. 


Tits NATON BCULAU STUDS Shoes act Waje and salaiics nave be- 
come an increasingly dominant form of income subject to the Federal in- 


come tax. In 1939, salaries and wages accounted for 66 per cent of total 
reported income; by 1964, the figure had risen to 81 per cent. 
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The author, C. Harry Kahn, professor of economics at Rutgers Uni- 
versity, points out that this increase stems from two factors. The first is 
the rise in the share of wages in total income (from 70 to 76 per cent 
over the 1939-1964 period). The second and more important factor 
is the tremendous rise in the production of total wage and salary earnings 
that is reported on income tax returns (from 36 per cent in 1939 to 97 
per cent in 1964). | 

Contrary to the popular view that compulsory withholding of income 
tax is responsible for the great upward trend in reporting of wages and 
salaries, Professor Kahn suggests that most of the change occurred in the 
early years of World War I]—before the introduction of withholding in 
1943, The main causes of the increase in coverage were the sharp reduc- 
tion in exemptions and the surge in money incomes after the war began. 

The study also examines special problems in the taxation of wages and 
salaries, such as taxes on the income of working wives, earned versus un- 
earned income, excludable sick pay, and deferred compensation. [From 
the National Bureau. ] 
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The Occupational Aspirations and Labor Force 
Experience of Negro Youth* 


SS, A Case Study 
By NORMAN G. KEIG 


ECONOMISTS LONG HAVE RECOGNIZED that the wealth of a nation depends 
in part on its human resources. As Professor Ginzberg points out, Adam 
Smith “considered the key to a nation’s wealth ‘the skill, dexterity and 
judgment with which its labour is generally applied.” The United 
States has accepted this proposition as testified by the establishment of 
compulsory education in the nineteenth century, land-grant universities, 
and vocational education programs. Furthermore, in recent decades, the 
country has adopted as a policy that the federal government should use 
its fiscal and monetary powers in such a way that each individual able and 
willing to work should have that opportunity. Such is the premise of the 
Employment Act of 1946. The nation as a whole, however, has been re- 
luctant to include Negroes fully as beneficiaries of these policies. Indeed, 
‘ a considerable gap has existed between the promises and the reality of 
civil and economic democracy for Negroes.? 
Since World War II, however, public policy has attempted to narrow 
this gap. The recognition of their civil and economic rights was met in 
large measure by the passage of the Civil Rights Act of 1964. This Act 


* Based on a paper read before the Southeastern Economic Association, 

1Eli Ginzberg, Human Resources: The Wealth of a Nation (New York: Simon and 
Schuster, 1958), p. 15, 

2 Sce U. S. Department of Labor, The Case for National Action: Negro Family, 1965. 
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was the culmination of many other acts designed to make Negroes an inte- 
gral part of the citizenry, such as the 1941 proposed march on Washing- 
ton, D.C., state and local fair employment acts, the 1954 school desegre- 
' gation decision of the United States Supreme Court, and the 1963 march 
on Washington, D.C.3 

The enforcement of the provisions of the Civil Rights Act of 1964, 
however, does not guarantee that Negroes will realize their full economic 
potential. They may or may not have the motivation, attitudes, and skills 
necessaty to take advantage of ‘the possible increase in job opportunities 
open to them. They must want to be engineers, technicians, business 
executives, secretaries, and bricklayers in business firms whose employees 
will be overwhelmingly white. Even if they aspire to such occupations 
they must possess the qualifications and have the means of acquiring the 
necessary skills and other qualifications. Finally, they must believe that 
the benefits to be derived from success in such occupations are much 
greater than the monetary and personal costs involved. 

The types of problems created by past conditions and the opening of 
new opportunities may be illustrated by considering the occupational 
aspirations and the labor force experiences of 124 Negro youths who were 
graduated from high school in a medium-size southern city in 1964.‘ 
These youths grew up and had to make job plans during a period of 
momentous change on the national scene. To what extent are these 
changes reflected in the occupational aspirations of these youths? What 
means did they plan to use in order to achieve their occupational goals? 
How did they fare after they left high school? Did they react positively 
or negatively to the new challenges? Were they pulled by the new chal- 
lenges but held back by tradition? These are some of the questions to be 
considered. 


I 
Conditions Influencing Occupational Choice 
THE CONDITIONS OF THE PAST which may have influenced the occupational 
choices of these students need to be considered first. These conditions are 
to be found in the general position of Negroes in the local economy and 


3 George Schermer, “Effectiveness of Equal Opportunity Legislation,” The Negro and 
Employment Opportunities, eds. Herbert R. Northrup and Richard L. Rowan (Ann 
Arbor: Bureau of Industrial Relations, Graduate School of Business, The University of 
Michigan, 1965), pp. 67-84. 

4 In May, 1964, 124 out of 127 members of the 1964 class of a Negro high school in 
a medium-size southern city were interviewed as to their occupational goals. These stu- 
dents were evenly divided as to sex. Eighty-two lived within the city and the others in 
smaller cities or rural areas. 
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‘in the family characteristics of the students. These youths grew up in an 
environment in which there were tremendous economic opportunities but 
in which Negroes were in a disadvantaged position. 

The fact that the nonwhite population was at a disadvantage in the 
county is indicated by a number of factors. First, the median income of 
all families in the county in 1959 was $4,471, but for nonwhite families 
it was only $2,314.5 Secondly, although the median number of school 
years completed was 11.4 years for the population, it was only 6.7 years 
for nonwhites. Thirdly, more than half of the housing in the major city 
occupied by nonwhites was classified as being in a deteriorated or dilapi- 
dated condition. Although nonwhites constituted 26.5 per cent of the 
employed labor force, only 4.4 per cent of employed nonwhites were in 
professional and kindred occupations and less than 3 per cent in manage- 
ment, clerical, and sales occupations. On the other hand, most of the 
nonwhites were employed as operatives, private household workers, service 
workers, and nonfarm laborers. Indeed, nonwhites constituted over 85 
per cent of all employed household workers, more than 66 per cent of 
farm laborers, 60 per cent of nonfarm laborers, and 50 per cent of service 
workers. 

Although job opportunities continued to increase during the next few 
years, Negroes were not necessarily better off. ‘The civilian labor force 
grew from.27,300 in 1960 to 33,350 in 1964.6 The unemployment rate 
during this period was below the national rate and as a matter of fact was 
never higher than 2.6 per cent (1961). The increases in job opportuni- 
ties, however, occurred in industries in which nonwhites constituted a rela- 
tively small percentage of employed persons in 1960. For example, the 
number of workers in finance increased from 650 in 1960 to 950 in 1964. 
In 1960 only forty-three nonwhites were employed in that industry, or 
Jess than 10 per cent of the total number. On the basis of the 1960 data, 
Negro youth could look forward to finding jobs in the personal service 
industry, professional and related industries, and in agriculture. Over 50 
per cent of all employed nonwhites held jobs in these industries. 

The bare statistics concerning the family characteristics of these youths 
also point up sharply the disadvantages under which they labored. Many 
belonged to broken families in which the parents had not achieved high- 
school levels of education. Less than half (55) of the students were 
living with both parents. Most of the others were living with their 


5 The following data are from U.S. Bureau of the Census, Census of Population, Flor- 
ida, Vol. I. Part II (Washington, D.C.: U.S. Government Printing Office, 1963). 
6 Florida Industrial Commission data for Alachua County; Tallahassee: 1964, 
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mothers who had separated from their husbands or had been divorced from 
them. The median number of children in these families was 5.7. Only 
one-third belonged to families in which there were three or fewer chil- 
dren. As for the educational attainment of the parents, in only nine 
families had both parents finished high school. The median years of 
school completed by fathers is 7.08 years and by mothers 9.1 years. The 
majority of the students, thus, had achieved a level of education three or 
more years higher than their parents. 

Eighty students reported their fathers employed, seventy-five that their 
mothers were employed, and forty-five that both parents were employed. 
It is important to stress the extent to which the mothers were employed. 
In thirty-six cases the students were living with both parents, in twenty- 
three cases with the mother because the parents had separated or been 
divorced, and in fourteen cases with the mother because of the death of 
the father. 

If these youths were to follow the occupation of their parents, they 
would be employed primarily as nonfarm laborers and private household 
workers. Eight fathers were employed in white-collar occupations, and 
six operated farms, The others worked for the most part as laborers and 
in service occupations. More than half of the employed mothers were 
private household workers. They worked in private households as either 
full-time maids or day cleaning women. With the exception of six em- 
ployed in white-collar occupations, the others were employed as cooks, 
waitresses, and counter women, or as maids and laundry workers. 

This brief recital of the salient environmental and familial character- 
istics underscores the type of obstacles that these students faced. They 
had to form their occupational goals under the pressures of these ob- 
stacles, and their goals may have been shaped by these pressures. 


If 
Educational and Work Experience 

THE STUDENTS AT THIS SOUTHERN SCHOOL had to choose one of three 
curricular plans in high school, although it was possible to combine two 
of them. The school offered a general academic program, a vocational 
program, and a general education program. Some students in general 
education took vocational courses so that they considered themselves to be 
in a combined program. In the vocational program the male students 
could study masonry, agriculture, and tailoring, and the female students 
cosmetology, commercial subjects, and tailoring. The program for voca- 
tional education was quite limited. 
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The largest number of students in the senior class (49) were enrolled 
in the vocational program, the second largest (36) in the academic pro- 
gram, and the third largest (35) in the general education program. Four 
students followed a combination general education and vocational pro- 
gram. ‘Thus, to some degree, the academic program had less appeal to 
the students than the other two programs, which were designed primarily 
for students not going on to college. 

The students as a whole were not dissatisfied with the program they 
had followed in high school. Eighty per cent of them felt that they had 
gained a skill or an attitude that would be of use on a job. Some felt that 
they had learned a specific skill whereas others thought that what they had 
learned surely would be of value when they had to work after graduation. 
The students in the vocational program, as might be expected, emphasized 
that they had acquired specific skills, whereas the students in the academic 
program felt that what they had learned would be useful in pursuing 
careers that required additional education. This satisfaction with the 
programs is reflected in the suggestion that some of them made for improv- 
ing the programs. Their suggestions for the most part involved addi- 
tional courses such as practical nursing or languages. 

In addition to attending school many worked during the summer or 
school year or both. Indeed, 103 of the 124 students. reported that they 
had worked either during previous summers or the school year. The 
largest number (39) worked as busboys, counter girls, and dishwashers, 
the second largest (22) as laborers, and the third largest (21) as private 
household workers. Fourteen of the students had worked as farm laborers 
at one time or another. The students, in other words, gained experience 
in the occupations which might be said to be the traditional Negro jobs 
in the county. They learned at first hand, in brief, the type of problems 
their fathers and mothers faced, since most of them had similar occupa- 
tions. Unless the students receive additional education, it is more than 
likely that many would end up in these occupations as long as they choose 
to remain in the county. 

The students took these jobs mostly because they wanted the money. 
Only two students reported that they took jobs because they wanted to 
have the experience of working. Although more than half said that they 
wotked in order to have pocket moncy, about one-fourth said they went 
to work in order to help support their families. To a large degree they 
were under pressure to work since many who said that they worked for 
pocket money also stated that they bought their own clothes. 

In conclusion, these students who were on the threshold of achieving 
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a major objective—a high-school diploma—also had gained experience 
working in areas which provided most of the job opportunities for Ne- 
groes. They were not dissatisfied with their school programs and many 
had learned by working the type of jobs they could expect if they did not 
pursue additional education. This factor may account in part for the 
large number of students in the academic program. 


YI 
Occupational Goals 

THE OCCUPATIONAL GOALS and future plans of the students reflected 
their backgrounds, educational programs, and work experience. The 
largest number (73) expressed interest in professional and managerial 
occupations, the second largest number (31) in clerical, craft, and service 
occupations requiring additional training, and the third largest number 
(18) did not know what they wanted to do. In addition, one male 
student planned to become an industrial operative and another a farm 
laborer. They may have had other ambitions, but they did not express 
them even by implication in their answers or interviews. 

A large number of students who intended to follow professional and 
managerial occupations were traditionally oriented. For instance, fifty 
of the seventy-three students in this group wished to become teachers, 
registered nurses, lawyers, doctors, social workers, and funeral directors. 
These are occupations which have been open to Negroes in the past or 
which, at any rate, have attracted Negroes who have been able to achieve 
formal education beyond the high-school level. Although the other stu- 
dents in this group had a variety of different goals, still only eight 
wanted to become engineers, four technicians, and three business man- 
agers—possibly because of feared work-place prejudice, possibly because 
of educational restraints at traditionally all-Negro colleges. Apparently 
such fields as sales, banking, secretarial, insurance, and accounting work 
were never considered. 

The boys seemingly were less traditionally oriented than the girls. 
Of the thirty-one girls in this group, twenty-eight intended to become 
teachers, registered nurses, and social workers. In contrast, only ten of 
the forty-two boys in this group expressed similar occupational goals. To 
a limited extent the boys leaned more toward the opening opportunities in 
business management and engineering. A question arises as to why more 
of the boys and at least some of the girls who recognized the need for 
more formal education did not plan to enter the business world, par- 
ticularly since private firms have been wooing Negro graduates if only 
for token purposes in many cases. 
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A similar question may be asked regarding the occupational goals of 
the thirty-one students in the second group. Only four girls expressed 
the intent of pursuing careers in office work and four boys in the skilled 
building trades. The other students planned to learn skills for the service 
industries. They wanted to become barbers, cosmetologists, practical 
nurses, nurses’ aides, and tailoresses. Again, these are occupations which 
have been opened to Negroes in the past or which have been opened up to 
Negroes since the 1940’s as a result of the shortage of labor—a conse- 
quence of the relatively low wages. Why did not some aspire to be sales 
workers, buyers, mechanics, electricians, and similar types of workers? 

The occupational goals of these students were in keeping, for the most 
part, with the curricular programs they had followed in school. Thus, 
five-sixths of the students (30) who had taken the academic curricula in- 
tended or hoped to enter the professional and managerial occupations. 
On the other hand, questions may be raised as to the reasons why twenty- 
one students in the vocational program and twenty-two students in the 
general education and combined programs also sought careers in these 
areas. Still it must be noted that twenty-eight of the students in these 
programs sought careers in occupations that demanded additional training 
but not a college education. As for the students who did not know what 
they wanted to do, eight were enrolled in the vocational program and 
five each in the other two programs. 

The students themselves seem to feel that they alone have determined 
their goals. The largest number of students (48) stated that “nobody” 
influenced them and the next largest (20) that reading and general in- 
formation that they came across made them determine their goals. On 
the other hand, only fourteen students reported that they had been in- 
fluenced by their parents and only eleven by their schoolteachers or ad- 
visers. The students, however, may be unaware of or unwilling as young 
people to recognize the extent to which parental wishes and attitudes and 
schoolteachers influence them. On the other hand, many of the students 
come from broken families, and the guidance program had weaknesses. 

The weakness of the guidance program is revealed in the responses the 
students gave to the question of whether or not they ever had taken any 
occupational tests. Although forty-one of the 124 students replied that 
they had taken such tests, fifty-two reported that they had not, and thirty 
students that they did not know whether or not they had. The tests may 
have had some influence. It is pertinent to note that of the seventy-three 
students who planned to enter professional and managerial occupations, 
twenty-nine reported that they had taken such tests. In contrast, only 


cioht of the thirty-three students with other arccnostianal coals and only 
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four of the eighteen students who were undecided as to occupational goals i 
had been tested as far as they knew. Furthermore, ten of the eighteen stu- 
dents with vague occupational goals stated that they either did not know 
where they could take such tests or were not sure. 

In the spring of 1964 the students were faced with the problem of de- 
ciding how to attain their occupational objectives. Given the backgrounds 
of the students and their occupational objectives, the decisions that many 
had to make must have been extremely difficult. A student may want to 
be or dream of being an engineer, medical doctor, business executive, or 
technician but lack the money or qualifications for admittance to an appro- 
priate educational institution. Furthermore, for some students, there 
would be the question of deciding whether or not to attend a college or 
university whose student body would consist primarily of white students. 
That this would be a difficult decision to make is based on the assumption 
that Negro students, like white students, prefer to enter new experiences 
in the company of their friends or like-minded persons. After all, most 
of these students would have had little contact with the white population 
since the high school they attended was located at the edge of the city 
and in a predominantly Negro area. 

What decisions did these students make? An analysis of their plans 
shows that more than half (65) planned to enter an educational institu- 
tion. Of these sixty-five students, twenty-eight planned to attend a fout- 
year college or university and twenty-two a junior college prior to transfer- 
ring to a senior college. Fifteen students intended to pursue technical 
training at either a junior college or a business or trade school. Two- 
fifths of the students (51), on the other hand, expected to work full-time, 
and eight male students to enter the armed forces. 

The plans of the students reflect their occupational objectives. Thus 
forty-seven of the fifty students who planned in terms of at least four 
years of college were seeking careers in the professions and management. 
(Three students did not know what they wanted to be.) The fifteen stu- 
dents who planned to pursue technical training programs include six 
students whose objectives were in the service occupations such as practical 
nursing and IBM operator. 

If the future plans of these students were governed in part by their 
occupational goals, their choice of college or university was determined 
in part by their race. Only seven students who said that they intended 
to enroll in a senior or junior college selected an integrated institution. 
These seven students include four male students who picked the local uni- 
versity, two male students who received scholarships to a university in a 
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“border state, and one female student who selected a Catholic university 
in the South. The majority of the other students planned to attend 
junior community colleges within the state which until recently were 
classified as Negro colleges. A small number of students planned to 
attend Negro universities in nearby states. Thus the students would 
follow the same pattern that they had faced in the public schools. In a 
sense, the handicaps they developed as a result of being isolated from 
the main body of the citizenry would not be overcome by their college 
experience. Many had selected an occupation in which the overwhelming 
number in the occupation would be white, yet by the selection of college, 
they would not gain the experience of working with whites under similar 
conditions. 

The problems faced by the students who were not planning on con- 
tinuing their education immediately at any rate were of a different sort. 
Almost two-thirds (37) said that they would like to go to college but 
lacked the necessary funds. Whether or not these students were expressing 
a wish or a considered judgment of- their ability cannot be determined. 
But the fact that so many gave this as a reason for not going to college 
is indicative of the importance that young people attach to a college educa- 
tion. Only a small number of students (15) stated that they were not 
going to college because they did not like school or that they preferred 
to work. 

Since these students had reached the age at which young people are 
expected to be either in school or working, it is not surprising that almost 
nine out of ten (51) said that they intended to work full-time. The 
number of students were almost evenly divided as to sex. The fact that 
five male students and three female students were undecided on this 
question is easily explainable. The male students hoped to enter the armed 
forces and some of the female students were contemplating marriage. 

Major problems confronted the students who planned to work. First, 
only seventeen of the students—thirteen males and four females—-had the 
promise of a full-time job after graduation. These were students who 
planned to continue working at their present jobs or who had secured the 
promise of a job as a result of the influence of their parents or relatives. 
The other students planned to look for jobs. Although the methods they 
intended to use were not carefully considered, still they are the methods 
commonly employed. The largest number said they intended to travel 
around and apply at various employment offices. The others seemingly 
intended to rely on parents and relatives, the State Employment Agency 
to a lesser extent, and the school. High-school students obviously lack 
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the facilities of a placement service similar to that provided by most uni- ` 
versities and colleges for their students. This is a reflection, of course, on 
the community, particularly on employers. 

Secondly, the students had to make up their minds as to the types of 
jobs they would be willing to accept. These students were handicapped. 
As has been indicated, most of them had been or were working in the 
community and knew from experience—and their knowledge of what 
older Negroes did—the types of jobs they could expect. So when asked 
to state what types of job they planned to get, more than half (26) re- 
plied “anything.” This fatalistic approach was particularly strong among 
the female students, since eighteen of the twenty-nine female students 
replied thusly relative to eight of the twenty-two male students. Three 
girls hoped to get placed as apprentices in cosmetology, and two boys 
thought they would continue in their on-the-job training, only full-time, as 
technicians. But, with the exception of five students who hoped for 
clerical jobs, the other students said that they expected to get jobs as 
kitchen helpers, maids, hospital attendants, laborers, and operatives. De- 
spite the fact that they would have high-school diplomas, an achievement 
in itself, most of the students did not expect very much in the way of jobs. 
They seemingly recognized that, although they were not at the bottom 
of the ladder, they were not far from it. 

Given the type of job prospects open to them, these students appeared 
to be realistic in their approach. This may account also for the fact that 
a large proportion of them (23) wete either undecided about staying in 
the community or planning on leaving. Some were positive that they 
had better prospects out of town; others merely felt that there just were 
not very good jobs available for them in the community. Almost a third 
of the students in this senior class had older brothers or sisters living in 
other cities of the South and North. The students were not committed 
to remaining in the community. 

In summary, the question remains whether or not the students had 
adopted reasonable goals and reasonable plans for achieving their goals. 
The majority of the students had vocational objectives which they could 
achieve only by continuing their education at colleges and universities 
and trade schools. Many who sought careers in the professions wanted 
them in fields which have been opened to Negroes for some time. Only 
a minority looked toward such fields as engineering, business, and the 
skilled trades. Although a considerable number of the students intended 
to pursue medical careers, again most of these students thought in terms 
of nursing and technical services. To a certain extent that may be ex- 
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plained by the fact that Negroes constitute a large proportion of the 
practical nurses, nurses’ aides, and technicians employed in the local 
hospitals. Seemingly the students, although relatively pleased with the 
programs they followed at school, did not feel that the school had in- 
fluenced them in their occupational choices. 

Although their future plans are in accord with their occupational goals, 
the majority of the college-bound students expected to get their education 
in a predominantly Negro environment. There are obvious advantages 
to these students in attending Negro colleges and universities, but there 
are also disadvantages, such as the more limited facilities. Finally, as for 
the students who stated that they planned to go on with their education, 
many may have expressed a wish. The students were asked only to say 
whether or not they planned to attend college and to give the name of 
the college. The prestige attached to a college education has become so 
important that students may want to appear to be college-bound even 
though they may realize that they cannot go for a variety of reasons. 

The students who did not plan to attend college or a trade school 
appear to be the forgotten people. They had vague plans as to the type 
of jobs they wanted, although, it can be argued, given the position of the 
Negroes in the community and their past experiences, they may have been 
quite realistic. Since a high-school diploma is an achievement, the question 
arises as to whether or not these students. will be able to find jobs equal 
to their potential. Society, as well as the individual, suffers a loss when a 
considerable number of these students feel that the only jobs available to 
them are to be found in private household work, kitchens, laundries, and 
as attendants and housekeeping workers in hospitals and university dormi- 
tories. 


IV 
Postgraduate Experience 
SOCIAL AND ECONOMIC CONDITIONS changed markedly during the next 
two years. Enforcement of the Civil Rights Act of 1964 was implemented 
nationally and locally so that to a limited degree discriminatory barriers 
were removed. Negro youths moving about the local community surely 
noted the employment of members of their race as sales personnel, for 
instance, in stores where Negroes previously had been employed only in 
janitorial occupations. Public policy increasingly became focused on pro- 
viding vocational training programs for youths no longer in school and 
Negroes were given opportunity to enroll in such programs. Meanwhile 
overall job opportunities increased nationally and the unemployment 
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rate in the county remained below the national rate. The question arose, 
therefore, as to the extent to which the graduates of this same high 
school were in the process of achieving their occupational objectives in 
the more promising environment. 

To answer this question, a follow-up survey was conducted during the 
summer of 1966. The survey was limited to the eighty-two graduates 
who had given city addresses at the time of graduation. These eighty-two 
graduates included an equal number of boys and girls. House calls were 
made to the graduates and adequate data were obtained for forty male 
graduates and thirty-eight female graduates. ‘The data were given by 
either the graduate himself or a relative. The questions asked of the 
graduates and their relatives were designed to determine present status, 
occupational goals and additional training, and opinions on economic 
opportunities for Negro youth. 

As of June, 1966, the largest number of graduates (27) was in college, 
the second largest number (26) was working, and the third largest number 
(14) in the armed forces. Five graduates were unemployed, three were 
enrolled in special training programs, and three women married to service- 
men were not in the labor force. Fourteen young women and thirteen 
young men were in college, and fifteen young women and eleven young 
men were employed. Thus there is no significant difference between the 
proportions of male and female graduates in regard to these two categories. 
On the other hand, however, fourteen men graduates were in the armed 
forces and seven young women were either unemployed or not in the 
labor force. Only one young man was unemployed—he had recently 
been laid off and was expecting to enter the armed forces sometime during 
the summer. 

To what extent, however, were the graduates pursuing occupational 
goals consistent with the ones they declared as seniors? The twenty-seven 
graduates in college include more than half of the seniors who had planned 
to pursue careers in professional and managerial occupations and one 
young woman who as a senior did not know what she wanted to do after 
graduation. ‘Thus these students are pursuing occupational goals which, 
for the most part, are in accord with their declared ones. A few have 
changed fields of specialization, such as the young man who switched 
from medicine to sociology. For the most part, however, they want to 
be teachers, social workers, and nutses, occupations which traditionally 
have been more or less open to Negroes. Only five are enrolled in engi-, 
neering and business management programs, programs which, for under- 
standable reasons, have not attracted Negro college youths in the past. 
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The students are pursuing their occupational objectives at colleges and 
universities which traditionally have been classified as “Negro.” Only 
four students are enrolled in universities which have been integrated 
during the past decade. Furthermore, the junior college students who now 
must transfer to senior colleges, with one exception, intended to enroll 
in the same traditionally Negro universities as their high-school class- 
mates. As one young woman said when asked why she did not select an 
integrated college, “There was too much confusion in 1964 when I 
finished high school, so I didn’t want to go to an integrated school.” 
Other students merely pointed out that they had received scholarships, 
their friends were going to the same college, they liked the programs, or 
their teachers had influenced them. The students, in brief, for these and 
other reasons, are reluctant to break the well-established patterns. 

The twenty-six students who were working in June, 1966, have not 
been able to pursue their occupational objectives to the same degree as 
those who are in college. Twenty-three of the twenty-six students had 
occupational objectives as seniors which to achieve would require addi- 
tional education either at a college or a trade school. Most of these stu- 
dents (17) have not had such training. They have not been able to get 
it because they lacked the funds at the time of graduation, they changed 
their minds as to goals, or they failed to pass the required tests. Four 
students enrolled in junior colleges but had to drop out because of lack 
of funds (3) and illness (1). These students plan to return to college 
when they are able to finance the cost and not hold full-time jobs at the 
same time. Three students have received training, two in manpower re- 
training programs, and the other in a company program. 

Summaries of their work histories will serve to dramatize the problems 
the graduates faced in achieving their goals: 


Mr. X wanted to become a mortician and operate his own business. His 
father was dead. His mother worked as a maid and there were four other 
children in the family. Since he lacked the money to go to college, he 
accepted a full-time job as a stock boy in a supermarket where he had been 
working. The company later sent him to a 36-weeks training program 
which he completed satisfactorily. He now expects to rise in the firm and 
is receiving $2.00 an hour. He no longer thinks of becoming a mortician. 

Miss Y had planned to attend a business school where she could learn 
to be an IBM operator. She had worked as a counter girl in a university 
cafeteria in order to pay her school expenses. Her sister got her a job as 
a seamstress in a doll factory in Atlanta. She had to give up the job and 
return home to take care of her mother who had been working 54 hours 
a week as a maid. She tried doing day housework in private homes but 
disliked it. The local Employment Office encouraged her to enroll in a 
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Manpower Retraining Program for clerical workers. She now is working 
as a typist in a government agency. 

Miss Z, who also had helped put herself through high school, had am- 
bitions of becoming a nurse. She hoped to earn money that summer for 
college. Friends got her a job in New Jersey as a waitress, but the job 
did not last. She returned to the community and worked as kitchen helper 
in a school lunch room, a fraternity house, and a hospital. She enrolled 
in a Manpower Retraining Program for Clerical Workers. She is em- 
ployed as a typist in a government office and helps support her family. 
She would like to be a bookkeeper. 

The work histories of the other twenty-three graduates are more similar 

to that of Miss Z’s than of the other two graduates. With one exception, 
they are not working in the areas of their choice. The exception is a 
young woman who left her community when she could not find a clerical 
job and went North. She now is employed as a key punch operator in a 
private firm. In her words: 
I had to use the Employment Service to get this job because I had only 
been in town approximately two months. After being advised about this 
job, I was sent out to be interviewed. I was told during this time by the 
personnel manager, whom I now work for, that I would have to take 
tests in order to get the job. Iam the first Negro to work for this firm. 


The other graduates are employed as janitors and maids (9), cooks and 
kitchen helpers (5), medical attendants (3) and operatives (3). One 
male graduate is employed as a bellboy and a young woman does day 
housework. There is very little difference in the type of jobs held by 
these ten male graduates and twelve female graduates. They are em- 
ployed primarily in non-skilled service occupations and work for hospitals, 
the university, restaurants, and motels. They have jobs which traditionally 
have been open to Negroes and on whom the community, in turn, has 
depended. 

They get their jobs primarily through friends and relatives, whether 
here or at home; and by applying. Although many have used the local 
employment office, they do not regard it as a primary source but rather 
as a last resort. As one young woman said, ‘I’ve used the Employment 
Service, but they only had housework.” Of course, a problem here, as 
elsewhere, is the fact that employers by and large tend to avoid using the 
local Employment Service for numerous reasons. 

Few for whom the data are available are satisfied with their present 
jobs or have given up entirely their occupational goals. The students 
wanted jobs in the professions and skilled trades. Instead, they have 
non-skilled or semi-skilled jobs similar to those held by their fathers, 
mothers, and non-high-school-graduate brothers and sisters. The pay, 
the prestige, and the challenge of these jobs are low. 
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The dissatisfaction they fecl about their present jobs is illustrated in 

the following cases: 
A married woman who had wanted to become a practical nurse works for 
$1.15 an hour as a maid in the hospital. Previously she had been em- 
ployed as a hosuekeeper for an elderly lady in New York City where she 
earned $50.00 a week. She wants, not so much to be a practical nurse, 
as to earn more money. 

A second woman would like to be a typist or a nurse’s aide. She is now 
employed at $1.00 an hour cleaning rooms in a local motel. Although 
this job is better than being a day cleaning woman, as she had been, she 
wants something else; as she says, “not this.” 

A married man who had wanted to go to a trade school to learn tailor- 
ing is employed as a janitor. He had worked in a northern city as a 
cement finisher-——a job which he had gotten through a relative. But he dis- 
liked the weather. He wants to learn a skill. 


Some of these graduates have taken steps to get the training necessary 
for better jobs. The graduates who had had to drop out of college for 
financial and other reasons plan to get back as soon as they can. But 
some of the other graduates have applied for admission to the new junior 
college in the community and others for programs under the Manpower 
Act. 

One further comment regarding these graduates. Nine of them have 
worked or are working in other cities, primarily in the North. With the 
exception of a clerical worker, the graduates who went out of town got 
jobs in the same fields as are open to them in the local community. They 
worked as maids, bellboys, waitresses, and operatives. The pay was higher, 
but the job was the same. 

The next group of graduates to consider are the fourteen who are 
members of the armed forces. Seven joined the armed forces during the 
summer following their graduation from high school, as they had planned 
to do. Six were drafted into the armed forces six months or thereafter 
following graduation. One dropped out of college for unexplained rea- 
sons. The first group of graduates said that they could not afford to 
attend college and hoped to make some progress toward their occupational 
goals in the specialized training programs of the armed forces. The work 
histories of the six who were drafted reveal that they, too, with one ex- 
ception, had worked in unskilled jobs such as delivery boy, janitor, and 
kitchen helper. Yet they all had planned careers in which more than a 
high-school education would be requircd. They lacked the moncy to get 
this education, for as one said, “I got married and I had no money for 
college.” Just what the occupational plans are cannot be determined for 
many, although the parents of several stated that their sons planned to 
attend college after their discharne, 
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There remains for consideration the work experiences and occupational 
goals of eight graduates who are either unemployed or not in the labor 
force and three who ate in specialized programs. These graduates had 
had at the time of graduation vocational objectives within the professional 
and skilled occupations. Marriage and inability to find well-paying jobs 
has prevented them from pursuing their goals. Some have downgraded 
their goals. Others have enrolled or plan to enroll in programs. Still 
others have found opportunity in the new Manpower Programs. Thus 
two married women who had worked as maids now are enrolled in special 
training programs, one in practical nursing and the other in sales. A single 
woman who has worked as a coffee girl and fountain girl, now expects to 
enter a clerical training program in the fall. Similarly, an unmarried 
mother who has worked as a waitress, operative, and dishwasher since 
graduation has applied for a nurse’s aide training program. A single 
woman who has been unemployed much of the time now expects to be- 
come a library aide and to enroll as a part-time student in the junior col- 
lege. Of the two young men in this group, one, who is unemployed, ex- 
pects to be drafted shortly, and the other, after having served as a busboy 
for a year, enrolled in the Job Corps. He expects to work toward be- 
coming an engineer. Thus, again, those graduates who did not go on to 
college ended up in the traditional jobs, that is to say, in those jobs which 
have been open to Negroes for a long time. 

Despite the dismal job experiences that many of the graduates have 
had, a significant number felt that job opportunities had improved for 
Negro youths. As one young man said, “Negroes didn’t have as many 
fields to go into before as now,” or as another expressed it, “Only odd 
jobs were available before,” and as a third one said, “People are opening 
their eyes today; it’s not your color, but what you are.” The graduates 
who defended the thesis that there are more opportunities cited not sta- 
tistics but what their friends were doing. As one young woman said, 
“My classmates are working in former all-white areas,” and another, 
“They seem to be hiring anybody today.” 

But there were some dissenters. As one woman said, “I don’t think 
they have improved much around here,” and another, “I don’t see any im- 
provement.” But these are views of women who have had very great 
difficulty getting training and steady jobs. ‘They appear to be in a 
minority. 

These graduates gave several reasons for the opening of opportunities 
for Negroes. Many stressed, as might be expected, the Civil Rights Act 
of 1964. Others, however, emphasized the fact that Negroes are better 
prepared today to hold jobs in the new fields. As one student expressed 
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it, “We are mote qualified today because we are better educated than our 
parents.” But others, particularly those who had not gone on to college, 
emphasized that the federal retraining programs had opened up oppor- 
tunities to get the education required for these new jobs. 

The graduates also agreed basically on the qualifications that a Negro 
youth must have to get a good job—mainly an education. As a woman 
who would like to be a practical nurse said, “Jobs are better because of 
the Civil Rights Act, but only if you have the education.” The graduates 
seem to feel, even though they had not achieved their goals and were 
employed in low-paying jobs, that a person with the correct training could 
get a job. The lack of education rather than race was the barrier to job 
opportunities in the views of these youths who had achieved a high-school 
diploma. ‘Thus, as a male student earning $190 a month as a potter said: 
Job opportunities are a little better but at times it is pretty hard to get a 
job unless you’ve been to college. I’ve applied to a lot of places and they 
said they didn’t have any jobs but I know they did. It wasn’t because 
I'm a Negro. 

Perhaps this is youthful optimism. Yet it is reasonable to assume that 
their opinions on job opportunities have been affected by the movement 
of what may be termed a small number of Negroes into jobs where here- 
tofore they had not been seen. Thus it is not surprising that many sug- 
gested that job opportunities for Negroes could be improved by extending 
the “federal program.” ‘They want the Manpower Retraining Programs 
increased and, of course, easier admission requirements. Apparently 
many of these youths still feel that if opportunities are presented to an 
individual, he is to blame if he does not succeed. 


Vv 
Conclusion 
THE WEALTH OF A NATION depends in part on the development of its 
human resources. To make the maximum use of its human resources a 
nation must develop the abilities of its people, adopt policies which maxi- 
mize job opportunities, and match people with jobs so that individuals 
can be used in their most productive capacity. This study of Negro stu- 
dents in a medium-size southern city shows to a limited degree the prob- 
lems involved in accomplishing these goals. 

Given the backgrounds of the students and the limited nature of the 
educational programs, the question cam he raised as to whether or not 
the students received an opportunity to develop to the maximum degree. 
They came from relatively large families and the families were not affluent, 
judging by the occupations of family members and economic characteris- 
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tics of the nonwhite population in the county. The school itself, although 
relatively new, was isolated by location and racial barriers from the com- 
munity. (Today the school, like the major high school in the community, 
faces loss of accrediation.) ‘Too many students were in the academic pro- 
gram relative to what they planned to do after graduation. Both the 
vocational program and the guidance program were limited. 

Although the local economy provided many job opportunities, these 
were limited for Negroes. This fact is evident both by the occupational 
distribution of the parents of the students and by the types of jobs the 
students got after graduation. They did not seem to fare any better than 
their parents. No matter what reasons are advanced for this failure, the 
community stands condemned. If the students lacked an adequate back- 
ground for jobs in the skilled and white-collar occupations, then it is 
obvious that the community did not provide adequate resources for their 
development. If, on the other hand, many were adequately prepared but 
could not get such jobs, then racial discrimination must be dominant. Or 
it may be that the community has inadequate means for matching workers 
with jobs. Suffice it to note that the numbers of non-agricultural jobs 
filled by the local Employment Service has declined in recent years. 

Questions may be raised regarding the students themselves. In regard 
to the college-bound students, why did so many pursue occupations which 
have attracted Negroes traditionally and also attend the so-called Negro 
colleges? Are these students caught in a dilemma? On the one hand, 
the Civil Rights Movement may have encouraged many, directly or indi- 
rectly, to attempt to seek careers in the professional occupations. On the 
other hand, the past which bred skepticism and defeat cannot be dismissed. 
They may be pushed forward by the former and held back by the latter. 

Much remains to be done if the gap that exists between the promises 
and the reality of civil and economic democracy for Negroes is to be 
narrowed substantially. The white majority in the community needs to 
be willing to accept the thesis that the gap should be abolished. Further- 
more, the community must be willing to pay the cost, through taxes, of 
programs designed to improve housing, educational programs, and job- 
placement services, and strengthen family life. Finally, they must accept 
the probability that Negroes in some cases will stumble along the road and 
that they have a right to do so, that the expenditures of funds will not be 
made wisely in all cases, and that if the programs are successful, Negroes - 
will compete with whites for more favorable jobs. 


University of Florida 
Gainesville 


Economic Aspects of Water Resource Policy* 


By MASON GAFFNEY 


THIS ARTICLE REPORTS what I as an economist think I have learned from 
the experience of the western states in economizing on water, which may 
suggest what eastern researchers might learn by directing some of their 
efforts toward sifting and evaluating the western history. This is one area 
in which history flowed backwards: the western evolution anticipated that 
in the East by a hundred years. Learning from the West does not mean 
copying the West for the West made mistakes as well as scored successes. 
From the total experience I shall seek to distill what seem to me to be 
general economic truths bearing on water resources. 


I 

WATER DEVELOPMENT is a fit subject for community action. There is 
little real scope for a free market in water supply systems, which involve 
economies of large scale all along the line, and particularly in distribution. 
Water supply has all the qualities of a classic natural monopoly, and usu- 
ally should be treated as such. This does not mean that the community 
should not use good economic pricing and costing principles in planning, 
fixing the size, delimiting, upgrading, setting a price structure and other- 
wise managing its water supply system. It does not rule out consumer 
sovereignty. It simply means that these economic problems need to be 
settled in the public arena rather than in the market place. 

Western water users have had long experience with community organi- 
zations at the local level—with commercial water companies, municipal 
governments, mutual water companies, and a variety of public districts. 
The most successful is a type of special service district called an “irrigation 
district.” These originated and have their prototype in California, but 
have spread, with modifications, to all states. 

California irrigation districts historically arose from the extremity of 
small farmers who needed an organization to provide them with an es- 
sential service which otherwise would, because of its large scale, be the 
sole preserve of giant landowners. ‘Without districts, these giants would 
have dominated arid lands agriculture, an outcome which was indeed en- 
vistoned and fostered by the Desert Land Act of 1877. For their success, 
districts required three basic powers: taxation; bonding; and forced in- 


* This article is based on a paper delivered at a colloquium on “The Social Sciences in 
Water Resources Research” at Pennsylvania State University on June 4, 1968, 
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clusion of lands within the economical service area. Taxation let them 
engage in and cover the deficits of marginal-cost pricing, a practice es- 
sential to the best development of decreasing cost services. Bonding let 
them build large works as units, ahead of demand, a practice necessary to 
achieve economies of scale. Forced inclusion let them serve a compact 
area, a practice essential to avoid dissipation of gains in fragmentation of 
service area and “irrigation sprawl.” In addition, it has proven vital that 
their tax power be limited to bare land, thus avoiding focusing of taxes 
on early improvers, fragmentation of demand, retardation of development, 
and hardship on smaller landowners and intensive farmers. 

With these powers, small farmers were able to pool their economic 
strength and develop water. Irrigation districts now serve over 4 million 
acres in California. In these areas, subdivision of Jand into small farms 
has been the rule, during a half century when consolidation and engross- 
ment have been the paramount national trends. Irrigation generally pre- 
supposes an intensive application of labor and capital to land, with close 
management of small tracts. Small optimal scale of the farm unit in con- 
trast with large optimal scale of the water supply unit led to waste wherever 
one factor was allowed to override the other. This made it optimal to 
separate the two functions: hence the great success of districts. 

The economies of scale achieved are in the main the following: 

a. Pooling of supplies to regularize the total. Water flows are a vari- 
able raw material to their consumers, and whatever puts the supply on a 
firm basis is of particular value. On top of natural flow variability there is 
an added instability imposed on users when a river is divided among many 
small claimants under various historical rights of use. A district pools 
these various supplies and legal rights. Offsetting fluctuations counteract 
one another, reducing aggregate instability and uncertainty. The same pool- 
ing principle applies on the demand side as well. 

b. Water storage, surface and underground. Surface storage generally 
enjoys large scale economies within the limits of the market, although these 
are limited by the qualities of specific damsites. Irrigation districts have 
built more and larger dams than any private agency, and are only outdone 
by federal agencies. Many of the federal agency dams, incidentally, pro- 
vide service for the primary benefit of those same giant landowners whose 
size is often explained by their exclusive ability to achieve economies but 
who have called in government to do the big jobs for them. 

c. Diversion from streams and pumping from aquifers. Scale economies 
to these operations are fully realized at low volumes, but they are important 
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in humid areas today because scale economies are usually first perceived 
in diversion and pumping. 

d. Conveyance and distribution. Because aqueduct costs increase with 
length of line, but only in proportion to the square root of line capacity, 
nothing is so wasteful as parallel lines. ‘The principle is nearly universal, 
and results in distributive networks of all kinds being recognized as nat- 
ural monopolies. “Bundling” of small individual water lines into large 
ones makes it economical to carry water long distances, so much more 
land may be served from a given source. It also makes it feasible to sup- 
ply the peak demand capacity needed to provide water at all times. 

e. Financing. Irrigation districts have much better credit ratings than 
their component members, and can tap national credit markets through 
bond sales. The credit they receive is passed on to incoming settlers in 
an interesting way. Note, first, that the conversion to more intensive 
agriculture, and the payoff to the investment in water supply, presupposes 
immigration. The small farmers who are willing to submit to the exact- 
ing work of developing new farms are not wealthy, and they need credit. 
Irrigation districts pass credit along to new settlers in the form of unap- 
preciated land prices. It is not that districts depress prices—then there 
would be little motive for the original landowners to form them. But 
they prevent gross speculative increases, and they discourage holdouts. 
That is because they tax land, and their bonds are liens on Jand. The 
settler thus buys land cheaper, because it is mortgaged to the district. And 
as he pays his taxes over many years, he pays off the mortgage. 

This feature of district finance is little understood, but is probably the 
most important single factor in their success. 

f. Synchronization of interdependent development. The development 
of new communities requires simultaneous risky investments by large num- 
bers of independent decision makers. ‘The success and viability of each 
investment depends on the others. Whoever gets out ahead runs more 
risk, and is in that sense exploited by laggards. A giant landowner can 
if he will (a big “if”) “internalize the externalities,’ and proceed on all 
fronts at once, needing only confidence in himself. A community of in- 
dependent men needs a community synchronizer. An irrigation district 
serves the need. By this tool, the community as a whole makes the initial 
commitment—and puts tax pressure on all its members to match up. 

Owing to decreasing costs in water supply, and its limitational nature, 
the optimal water supply works are built ahcad of demand. They must 
come first. Immediately there ensues a crisis period—will the owners of 
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the served lands respond fast enough to forestall bankruptcy? There 
must be a synchronizing mechanism to assure that they do. 

g. Compactness of settlement. By forcing inclusion of contained lands, 
and limiting service areas, irrigation districts achieved great savings in 
distribution. This saving in water supply cost, however, proved to be the 
least of the gains. Every other distributive network—roads, power, tele- 
phone, delivery and collection systems for farm inputs and outputs, etc.— 
benefited as well. The purchasing power of many small farmers was 
brought to focus on local towns, which responded with improved storage, 
packing, shipping, retailing, farm supply, and so ad infinitum. Farmers 
had closer contact with one another, virtually eliminating the need for 
self-sufficiency and vertical integration which forces many isolated ranches 
and plantations to be so huge, and paternalistic or tyrannical. The way 
was opened for the development of “total community.” 

Along with the benefits, the total community suffered some of the dis- 
economies of regional specialization, as land taxes forced each parcel to 
its highest use. ‘There is a peak demand problem in seasonal requirements 
for farm labor that may be aggravated by specialization. But irrigators 
responded to this with a diversification to match the specialization—both 
are possible when a high volume comes from a small area. The classical 
evils of monoculture are the product of plantations, and have been overcome 
by intensive irrigators. 

h. Management of aquifers As aquifers underlie large areas, and as 
water is pooled in them, they require unified management. Irrigation 
(and other) districts have undertaken this. Aquifer storage is cheaper 
than surface storage as a rule, and with modern developments in pumping 
and electric power distribution, aquifer management is the vital frontier 
of water supply. 

i. Drainage. Every water supply creates a drainage problem, usually 
for someone else. There is no money in water removal, but it must be 
done, and it is obviously best done on a large scale under a unitary system. 

j. Multipurpose river development. Irrigation districts, as semi-public 
agencies with tax power, have been able to justify devoting some of their 
reservoir space to flood control power, and recreation. 

k. Marshaling social surpluses to finance social infrastructure. Eco- 
nomic development of an area generates many spillover benefits and costs, 
produced by some individuals but received by others. In general, the net 
balance is strongly positive, that is, spillover benefits exceed spillover costs. 
This creates and constitutes a social surplus. The surplus is indigenous to 
a limited area within which economic development has occurred, and so is 
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‘in the main captured by local landowners in the form of higher rents and 
land values. Irrigation districts, having a first mortgage on this income, 
can tap it to pay for prerequisite projects of large optimal scale. Thus 
the surplus is harnessed to useful purposes. 

Surplus-generating spillovers are of two kinds: technological and pecu- 
niary. The technological kind is easier to understand: if my irrigation 
water, imported from a surface source, percolates underground, raises my 
neighbor’s water table, and reduces his pump lifts, he benefits. The pe- 
cuniaty kind is more important, more likely to be positive, more transcen- 
dent of particular technologies—but harder for the concrete mind to grasp, 
and therefore less appreciated. It comprises the benefits of “total com- 
munity” discussed above (f, g). 

Pecuniary spillover benefits are not limited to physically adjacent lands 
because they are transmitted not by touch but through the market. They 
show up mainly in towns and cities serving farm hinterlands. California’s 
irrigation districts recognized this relationship long ago, and acquired the 
right to include cities and to tax their lands at market value to help finance 
the farmers’ irrigation water. Far from resenting this, city voters have 
usually supported irrigation bond issues by larger margins than the as- 
sociated farm voters! In a few cases they have carried them over a neg- 
ative majority of farmers! 

Crises of drought are socially useful in that they overcome inertia, 
which is the paramount obstacle to economic development. Crises should 
therefore be viewed as opportunities, rather than as catastrophes. The 
continuing water crisis of southern and south-central California has made 
this the most productive agricultural region in the country, and perhaps 
in the world. The historical theory of “challenge and response” finds 
strong support on the Pacific Coast, as one travels from south to north: 
the humidity rises, and the agriculture declines. Community institutions 
for irrigation are not easily accepted by complacent individual landowners 
where there is no great crisis, even where there is great potential gain. The 
community institution, when it does come, creates a man-made crisis for 
all slow-adapting landowners, through heavier Jand taxes, and thus pro- 
vides challenge and provokes response. 

Irrigation farming in the arid western states has had a powerful impact 
on national markets The irrigation district device is the prime mover. 
Heavy fixed charges on land prompt rapid, intensive and compact develop- 
ment. This in turn fosters local markets and social life and “total com- 
munity.” It has made small farming economically viable, in a half century 
when everywhere else the trend is toward farm enlargement. In the last 
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decade, it is true, there has been some reconsolidation inside irrigation dis-° 
tricts: irtigation farmers are not entirely immune from the same factors 
of mechanization and finance and marketing that have favored consolida- 
tion elsewhere. But a greater cause has been the retirement of old bonds, 
and resulting reduction of land taxes and rise of land value as an invest- 
ment for absentees. Whenever new districts are formed, or whenever 
existing districts are revitalized by new bond issues, the tax pressure on 
Jand is renewed and subdivision becomes again the paramount trend. 

Community action at the level of the giant private landowner, as en- 
visioned in the Desert Land Act, remains a possibility. Historically, the 
giant owners moved at a snail’s pace compared with the irrigation districts 
and played largely the role of parafeudal reactionaries. More recently 
many of them have shown great enterprise, abetted by outside income and 
the privilege of writing off capital investments in agriculture as business 
expenses for income tax purposes. Their renewed vigor has easily cap- 
tured the fancy of those who prefer private to public enterprise in all 
cases; and it possesses a greater flexibility, thanks to the smaller numbers 
involved in key decisions, and the relative freedom from institutional ob- 
solescence. I remain a skeptic, however. Most of the giants report neg- 
ative taxable incomes each year, indicating quite clearly the nature of the 
motivation behind their enterprise, and its dependence on non-farm in- 
come. Their special skill is holding land in the path of taxpayer-financed 
new water projects, and lobbying for projects they prefer. 


It 

OTHER LEVELS of community action are needed too. At the state 
level, the primary need is for the state to define property rights in 
water. In most states these rights are ambiguous and, to the extent 
they are clearly defined, not intelligently defined. The ambiguity is 
exploited by the possessors of superior rights to maximize their own 
position, often at considerable social cost. This begins by their gaining 
enjoyment of a public resource without ever paying the public anything 
for it—often euchering the public into paying them to develop it—and 
then denying that the valuable resource they enjoy is taxable real property. 
The whole structure of property rights being raised on this foundation of 
double-think, there is resistance at every step to economical measures de- 
signed to rationalize systems of water allocation. 

In some areas the state can also serve a wholesaling function vis-a-vis 
irrigation districts and other local groups as retailers. ‘That is, it builds 
and administers trunk lines. It probably should apply on regional levels 
many of the same principles which irrigation districts have made work on 
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‘micro, local levels, but no state has to my knowledge done so—a pity. 
This has resulted in great magnification of cost of state water supply proj- 
ects, and deferment and destruction of benefits. 

Federal action is necessary to define interstate water property questions. 
Other federal participation has many marks of the porkbarrel, doing for 
states and localities what they could and should do for themselves or, more 
often, what should not be done at all. There has been great obsolescence 
of institutionalized intent, with irrigation water supply and navigation 
taking priorities that today should go to pollution abatement, and perhaps 
mining, municipal, and industrial supply. 

The riparian doctrine of water rights is not suited to conditions when 
water becomes scarce. As increased demands on fixed supplies make water 
scarce in all fifty states, the riparian doctrine needs simply to be abandoned 
everywhere. It fails on several criteria. 

a. Initial allocation. Water is reserved for the owner of riparian land, 
in proportion to the area of his holding, regardless of productivity. Only 
by chance would these lands be those where the water was most productive. 

A pernicious byproduct is a bias against subdivision, except in long nar- 
row “‘bowling-alley” parcels, on the French pattern, which are uneco- 
nomical to use. It is no accident that the riparian doctrine is identified 
with large landowners. 

b. Motive to develop. The doctrine in its original form does not con- 
template consumptive withdrawals of water. They may or may not be 
allowed—in many jurisdictions one simply does not know until he has 
tried it. Consumptive use is possible only by modifying or departing from 
strict riparian doctrines. Generally such departure is allowed, but thence- 
forward the entire fabric of law rests on a principle that is being denied, 
leading to the kind of confusion and uncertainty that was once associated 
with a geocentric theory of the heavens. “Oh, what a tangled web we 
weave, when first we practice to deceive.” Better not to base an institution 
on a lie. 

Another problem is that water storage is not permissible under riparian 
rights. 

In western water history, riparians have played a dog-in-the-manger role. 
The doctrine was used to claim the right to stop others from developing 
water which the riparian was not using. He felt no pressure to develop 
it himself, THe lacked a need; he lacked a right io export to lands that 
had a need; he paid nothing for it; and he couldn’t sell it. The com- 
bination was so anti-developmental that the doctrine had to go, and in most 
states it did. 
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not limited by economic use. There is more question about his right ac- 
tually to use water, since that is limited by the claims of downstream 
tiparians. But there is no limit on his right to claim that the original 
flow of the stream, undiminished and unpolluted, should reach his land. 

d. Rationing under scarcity. When a river goes low, riparian rights are 
often prorated among riparians in proportion to their landholdings. Pro- 
rationing is an uneconomical principle of allocation, however common in 
many walks of life. Cut back everyone by 25 per cent and some will 
miss the marginal water very little, others a great deal. 

e. Transferability. Riparian rights are rigid and non-transferable. They 
are part and parcel of a landholding in the most complete sense. They 
can be dissevered only by. the owner’s failing to assert his right against 
an adverse use which establishes a prescriptive right—but then how trans- 
ferable is the prescriptive right so established? As to selling, the only 
thing a riparian can sell is an agreement not to assert his rights, but that 
is of little value to most buyers because it does not bind other riparians, 
each of whom has something like an absolute claim on the natural flow. 
There is a recent water rights settlement on the Kaweah River, California, 
where a block of riparians accepted money as part of a complex settle- 
ment in which they agreed not to push the nuisance value of some ancient 
unused rights, but that is a rare bird. 

f. Pooling for cooperative community action. The riparian right is tied 
to the individual parcel of private land. The concept of pooling supplies 
in a community system is alien to that concept. In those rare cases where 
riparian rights have been pooled, it is by such devices as computing con- 
tinually what the natural flow past the riparian land would have been 
under natural conditions, and supplying the owner that amount through 
the community system, regardless of cost and competing needs. Imagine 
a city water supply system in which each household had to be located on 
a stream, and divert and process and return its own water. Fortunately, 
the law gives a priority to domestic and public interest uses which lets 
cities override riparian constraints and avoid such absurd outcomes. But 
outside cities, in the looser organized unincorporated areas of the world, 
exactly such absurdities are forced on agriculture, industry, and mining by 
the riparian doctrine where it prevails. 

g. Management of aquifers. Ground and surface water are both water, 
and they intercommunicate in a grand system. The riparian right applies 
to the surface subsystem, and owing to its historical priority, imposes on 
aquifer management the responsibility of preserving the status of the sur- 
face subsystem, even where that involves much lesser values than the under- 
ground subsystem. ‘Thus, pumped wells near a stream, especially on an 
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‘alluvial cone with coarse gravel, may effectively divert water from the 
stream, and be enjoined by downstream riparians. The aquifer must then 
be managed in such a way as to preserve the original natural surface flow. 
This is an increasingly wasteful requirement as it becomes realized that 
good aquifers are a valuable resource comparable in value to water itself. 

h. Containment of service area. ‘The riparian service area is contained, 
generally quite narrowly, but not in a rational way. One riparian’s land 
extends back many miles from the stream; another may be just a few feet. 
There is generally a prohibition against export over a watershed line, which 
again serves to contain, but not necessarily economically—the best use of 
water may be over the line, and there are dozens of cases in point. 

i. Distributive equity. The riparian system divides up water rights es- 
sentially in proportion to the prior ownership of land. Thus, a valuable 
public resource is given away to those who already have most resources; 
there is no equipoise for others. We live in a world of curious double 
standards and compartmentalized thinking. In discussing problems of 
the Negro ghetto, and the urban dispossessed, we immediately look to the 
suburbs and find our villains in middle-class salaried and professional 
people who have worked their way out of the slums. We propose and 
invoke redistributive taxation with a right good will. But in discussing 
the ownership of property, that’s different. Here, few seem to question 
the propriety of “To him that hath shall be given.” As a salaried pro- 
fessional person who burns a lot of midnight oil, I find this irksome. If 
the dispossessed have a claim on society, would this not be better asserted 
through a public claim on natural resources? 

The appropriative doctrine of water rights is no answer to the faults of 
the riparian doctrine. Judging it on the same criteria, its faults are dif- 
ferent, but no less disqualifying. 

a. Initial allocation. “First in time, first in right” is the operative prin- 
ciple. This is clearly pro-developmental, but it goes too far and fosters 
premature development. The reason is that water is everywhere in tran- 
sition from being submarginal to being a valuable rent-bearing resource; 
and under this doctrine, one seeks to capture submarginal waters in order 
to enjoy their later rents. To capture the waters one must invest real 
social capital in diverting, storing, and applying water. Capital is diverted 
from socially productive uses to this factitious task of capturing submar- 
ginal resources. In today’s capital markets, with real interest rates on 
mortgages rising to 8 per cent, wouldn’t it be nice to have back some of 
the concrete frozen in the premature and abortive Feather River Project, 
for instance? 
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involves a certain kind of development. Excessive diversion capacity is” 
the rule. What one does with water after diverting it is something else 
again, and most appropriative takings of water are characterized by in- 
adequate ‘investment in post-diversionary aspects of development, espe- 
cially those designed to save water. 

c. Constraint on uneconomic use. The appropriator’s motive is to use 
as much water as he possibly can. Withdrawing water, a social cost, is 
to him a private gain, because it is the basis of his claim to future water. 
So appropriators learn to live in an environment where it is considered 
socially creditable to overirrigate. Much of the water “shortage” of the 
arid west would disappear overnight if appropriators had to start paying 
an economic price for water; and it would be greatly abated if they simply 
started thinking in terms of a zero price, instead of, as now, regarding 
the price to be negative because of the gain they realize by piling up a 
great “history” of “use.” 

d. Rationing under scarcity. Under the “first in time, first in right” 
doctrine, appropriators are senior and junior to one another along a scale 
from the first to the last. When water falls low, the juniors drop out 
first and lose everything before the next senior appropriator loses any- 
thing. In result, there is no pooling of risk whatever. The top senior 
has a 100 per cent firm supply; the last junior has a supply so uncertain 
it is unusable. ‘Two basic economizing principles are denied. One is 
marginal productivity. ‘The junior appropriator who loses all his water 
obviously loses marginal units of high productivity, while the senior re- 
tains marginal units of low productivity. The other is pooling of risk. 
The doctrine is conceived in terms of an assumed necessity for vertical 
integration: that is, there is no market for the raw material, water, but 
every user rather owns his own supply. His supply is a piece of the larger 
common supply, but his piece is defined in such a way as greatly to in- 
crease the aggregate variability of supply above that which nature imposes; 
to increase the uncertainty as well; and, finally, to distribute these risks 
unequally. 

e. Transferability. Appropriative rights are more transferable than 
riparian rights, but the advantage is nothing to crow about: it is the super- 
jority of 2 per cent efficiency over 1 per cent efficiency. The reasons are 
complex and lengthy. ‘The empirical fact is undeniable. There is no 
market for appropriative rights worthy of the name. They simply are not 
bought and sold freely, despite crying needs for water transfers in every 
area. Anyone who comes east touting the appropriative doctrine by virtue 
of its greater flexibility bears examination—a very searching cross-examina- 
tion in search of factual evidence. 
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f. Pooling for cooperative community action. In this particular, ap- 
proptiative rights rank reasonably high. A public agency, formed to 
rationalize a multitude of individual rights, may acquire them and manage 
them centrally, provided they serve the same lands from the same points 
of diversion, and again provided that one agency does not try to acquite 
water from another—the flexibility is largely within agencies, and within 
areas of land. Most of the irrigation districts described earlier operate 
with appropriative rights. 

g. Management of aquifers. Appropriative rights to surface water often 
interfere with and take priority over aquifer management, in the same 
manner as riparian rights. 

h. Containment of service areas. Here, the evaluation is mixed. Where 
administered by irrigation districts, appropriative rights are applied to 
contained service areas. However, that is more to the credit of the dis- 
trict institution than the appropriative institution. Where claimed by in- 
dividuals, or small individual districts, service areas from given streams 
open to appropriation are generally scattered. “First in time, first in right” 
puts the premium on jumping the gun. The farther one is from a soutce, 
and the more convenient it is to others, the greater the motive to get 
there first to preclude them. So, typically, the first claimants on a source 
are scattered; soon the supply is fully claimed, and the included dry lands 
can never get water from this source. They can, however, search about 
to tap other sources, remote to them. The results need not be imagined, 
they may be observed throughout the arid states. 

i. Distributive equity. The amount of water that complaisant courts 
will recognize as being used “beneficially” is a function of, among other 
things, the amount of land that the user has to apply it to. So this doc- 
trine, like the riparian, tends to distribute public water to those who al- 
ready own private land, in proportion to the size of the landholding. 


Tl 

AQUIFER MANAGEMENT presents problems. The cheapest way to store 
and treat water is in an aquifer provided by nature, where one is ac- 
cessible. The modern frontier of water management is in unitized aquifer 
management: recharge, containment, and doniral of withdrawals, and 
conjunctive use of ground and surface water. Present ground water law 
suffers the same cultural lag as that for surface water. The law gen- 
erally contemplates perfect vertical integration—in this case quite literal— 
between the aquifer and the overlying landowner. Of course, this is 
hydrologic-economic nonsense, and the result is waste of many kinds. 
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of water shortage leads to costly development of submarginal waters. 
There is little in the law to suggest that anyone understands that water 
occurring naturally in southern California, for instance, is worth just as 
much as water that is conveyed there at high cost, and should be priced 
and economized upon accordingly. ‘The tendency is to waste local waters. 
This magnifies many fold the cost of water supply. Institution-builders 
need to take drastic steps to overcome this glaring fault in water law. 

Water in locations where water is scarce is a rent-bearing resource. De- 
veloping water need not, therefore, require subsidy; on the contrary, it can 
yield a surplus, and should, through the imposition of prices collected by 
the owner of the water—preferably, in my judgment, a public body of 
wide jurisdiction. 

A water system consists of several subsystems with different economic 
characteristics. While the “production” end of the business yields rents, 
the local distribution subsystem is a decreasing cost operation which, if 
properly managed with price of service equal to marginal cost, yields 
negative rents, or specious deficits. 

It is fairly common for the management of a complete system to ar- 
rogate the surpluses from water production to cover the deficits of dis- 
tribution. This is a bad practice. It results in excessive extension of 
distribution systems, and inadequate economy of scarce waters in arid areas 
of high demand. 

The major cost in water supply is conveyance and distribution. It is 
largely a study ip. transportation economics. Dams and reservoirs are 
photogenic and have memorable names, but aqueducts, canals, ditches, 
pipes, siphons, checks, pumps and furrows eat up the money. Hence the 
overriding importance of keeping service areas compact, and exploiting 
local sources before ranging over long hauls for remote soutces. 

Very few lands and waters are adequately served with high-quality 
distribution systems, with pressure for sprinklers and excess capacity to 
supply water on demand. Limited capital funds are squandered on ex- 
cessively long lines; on excessive diversionary capacity; and on premature 
capture of submarginal waters. Not enough is spent on raising line ca- 


pacity and quality. 


IV 
WATER IN MOST USES evinces diminishing returns. From this fol- 
low some important corollaries. One is that user charges on water 
can cut back marginal consumption, and rise quite high, without driving 
land out of use, because the average product of water is very high. User 
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charges will cause water to be spread thin, and serve a great deal more 
land. 

A second corollary is that water supply is necessarily political. “People 
will vote for water, but pay for power” is the aphorism. In light of the 
diminishing returns to water, this makes some sense. Water supply is 
a small tail that wags a very large dog. It is a limitational input—no 
water, no life—and yet a very small part of the total capital cost of de- 
veloping land. This helps us understand why westerners are willing to 
invest in what seems like such an extravagant manner to assure themselves 
a water supply, but refuse to pay in user charges anything at all compar- 
able. This is, of course>compounded by the appropriative doctrine, and 
as much more so by the variability of the natural supply. Hirshleifer, 
Milliman, and De Haven devoted a chapter of their excellent book on 
Water Supply to refuting the notion that “water is different,” and made 
many excellent points; yet it would be hard to name an input at once so 
essential to life, and so variable in supply. Some stream flows jump up 
and down from 20 per cent or so to 400 per cent or so of their mean 
annual levels, in addition to seasonal patterns. Cyclical storage from 
wet years to dry is very costly, owing to the infrequent use of the storage 
space. There being no market for raw water, every city and farm or 
farm group must acquire its own individual source—pure vertical inte- 
gration, a market structure that everywhere magnifies aggregate need for 
raw materials. If it wants a firm supply, it must hog enough natural flow 
so that the minimum expected flow will cover its needs. If it expects to 
grow, it must add yet more, to serve the undeveloped lands already within 
its boundaries (remember urban sprawl?) plus lands it hopes to annex. 
In light of these relationships it is to be expected that water seekers would 
depart widely from standards of economy. 

To the extent that the problem is man-made, institutional that is, it 
is curable. I look forward to better and better systems of pooling water 
supplies. This will not come through an open market in raw water, be- 
cause transportation cost is the major cost, and a natural monopoly, owing 
to decreasing cost to aqueduct capacity. It will come through making 
water a public utility over wider and wider areas, on the model of the 
Metropolitan Water District of Southern California. But whatever we 
do it will have to recognize that water 7s in some ways different, and it 
is these differences that will continue to make it more political than most 
raw materials need to be. 

A third corollary is that standby capacity to serve water on demand is 
as important as water itself. In order to justify other investments, Jand- 
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owners need assurance that their limitational water supply will not run 
out. The assurance of firm water permits great intensification of land use. 

The cost to the supplier of water is therefore largely the cost of sup- 
plying capacity—a fixed, not a variable cost. The benefit to the user 
is also a fixed function of time more than of use. If the seller has to 
rely solely on user charges, he finds that most of his volume sales come 
when water is abundant and the marginal value is low. And of course he 
has acute financing problems if he has to rely on periodic spurts of in- 
come to cover regular fixed costs. 

And so it makes great sense for landowners to pay for water supply 
systems as one pays for insurance, on a fixed periodic basis, independent 
of use. Only at times of peak demand will there be a scarcity, either 
of raw water or system capacity, to ration. At other times, having the 
excess capacity, user charges should be very low. 

A fourth corollary is that pricing of water should be very flexible. Peak 
demand needs can be greatly reduced by letting user charges rise to high 
levels when system capacity is loaded. Here I go down the line with 
Hirshleifer, Milliman, and De Haven. Price rationing is far superior in 
many respects to alternative methods; and the absence of any peak ration- 
ing leads to great waste in unneeded capacity. 


V 

THE ECONOMIC SUCCESS of water supply investments depends on the 
availability of multiple quantities of capital in complementary public and 
private investments. At a time of acute capital shortage and high interest 
rates, like right now, a prudent man or community should not plunge 
into an ambitious scheme of community development in the absence of 
compelling counterarguments. This is less true in the humid states, where 
water supply may often be viewed more as a supplemental investment in 
established communities than the foundation of a complete new commu- 
nity. But the difference is one of degree only, for artificial water supply, 
if optimally developed, brings a new standard of intensity to an existing 
community, with economic effects not unlike those in the arid states. 

But life cannot stand still because of high interest rates. Rather, we 
must take greater pains to economize on capital. To that end, the com- 
bination of land value taxation and legal reform sketched above becomes 
more urgent than ever. 
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The Case for Taxing Location Values:* 


A Memorandum for a Metropolis Considering 
Property Tax Reform 


By P. I. PRENTICE 


SAN FRANCISCO and the Bay Region in California are to be congratulated 
on several counts. On the imagination manifest in the Golden Gateway 
project, the first project anywhere to demonstrate that the best place for 
a row house is piggy back on top of a building that has already put the 
Jand to one good use. On the imagination manifest in the International 
Market Center, the first project anywhere to show that the ninth floor is 
a fine place for a public park. On Embarcadero Center, whose planning 
is ten times as forward-looking as the new extension to Rockefeller Center 
in New York. On the outstanding adventure in interracial cooperation 
at Hunters Point. On the progress towards creating the most magnificent 
downtown of any city in the world, with 45 acres of parks on the rooftops. 
On plans for saving the Bay and the waterfront and plans for regional 
recreation. 

But most of all, I think congratulations are due this metropolis for 
having at long last recognized that there is something very wrong in its 
property tax and for having started to do some hard thinking about how 
to reform it. How rightly we think about property tax reform is mighty 
important to the future of our cities. For as Robert M. Hutchins, director 
of the Center for the Study of Democratic Institutions at Santa Barbara, 
says, the kind of property tax we are now suffering from “promotes almost 
every unsound public policy imaginable.” It harnesses the profit motive 
backwards to urban deterioration and decay instead of forward to both 
urban renewal and suburban development. Too often it makes it more 
profitable to misuse and underuse land than to use it wisely and fully, 
more profitable to let buildings decay than to improve them. So, in too 
many cases, the landowner’s profit, in Winston Churchill’s words, is “in 
direct proportion to the disservice he has done the community.” 


* Brom a memorandum presented to Paul H. Douglas, chairman, National Commis- 
sion on Urban Problems, and addresses before the California Homeowners League and the 
Henry George School of Social Science of San Francisco. 
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I : 
THE PROPERTY TAX, wisely applied, could be the best and fairest of all 
taxes. But in practice today it may well be the very worst—a truly weird 
combination of overtaxation and undertaxation, an incentive tax for 
what you don’t want and a disincentive or inhibiting tax for what you 
do want. It subsidizes and thereby speeds the spread of blight, slum 
formation, sprawl, land speculation, and premature subdivision by under- 
taxing the one form of property that in all fairness should be taxed much 
more heavily. It penalizes, discourages, and inhibits new construction, 
home improvements, urban rehabilitation, and orderly development by 
overtaxing these forms of property that should be taxed much more 
lightly if at all. It threatens to price good new homes and housing out 
of the market. It is a serious deterrent to bringing in new industry and 
new jobs, and it may well be the biggest reason so many industries are 
moving out of the central city to seek tax shelters in the countryside. In 
brief there is no health in it as we now apply it. 

People like Senator Alan Cranston of San Francisco, who say that the 
need for property tax reform is the most urgent need the people of our 
cities face today could not be more correct, I think. Unless and until we 
correct what's wrong with our property tax system I’m afraid we will 
have a lot of trouble solving our other increasingly urgent problems like 
slums and Negro unemployment, suburban sprawl, and premature sub- 
division. 

Property tax reform is important in all 50 states of the United States. 
But the property tax reforms some people are trying to promote look to 
me like a cure that could be worse than the disease; they could end up 
making the homeowners to whom they glibly promise tax relief pay more 
taxes instead of less. Right now I am afraid there is more confusion and 
more misunderstanding about the property tax than there has been about 
any other tax anywhere ever. 

Part of this confusion has been deliberately created by the interests 
which have been making such a good thing out of what is wrong with our 
present property tax——the interests which have made hundreds of millions 
of dollars out of its faults and hope to make still more millions in the 
future. But most of the confusion probably stems from the simple fact 
that the property tax is not really just one tax. On the contrary, it com- 
bines and confuses two completely opposite and conflicting taxes. It 
would be hard to imagine two taxes whose incidence on the taxpayers and 
whose impact on urban development could be more different. 
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One of the two conflicting taxes confused in our property levy is the 
tax on the improvement—the tax on how much of their own money and 
effort the past or present owners of the property have spent to improve it. 

The other of the two conflicting taxes confused in our property levy 
is the so-called land tax, which is really something of a misnomer. Be- 
cause what we really mean by the land tax is the tax on the location value 
of the site without the improvements—the tax on what the site would 
be worth if the owners had done nothing and spent nothing to improve it. 
Sometimes assessors get confused and put into their land assessment some 
of the site improvements for which the property owners have spent their 
own money. 

The improvement tax is the tax on what the owners have spent their 
own money to create. The unimproved land value tax is by definition a 
tax on what the site would be worth if the owner had never spent a 
penny to improve it. In other words, it is a tax whose net effect today 
is to recover for the community a small annual return (and under our 
present tax practice it is a very small return indeed) on what other people 
have done and spent to create the community around it that makes the 
location desirable and a small annual return on what other people— 
mostly other taxpayers—have had to spend to make the location accessible 
and pleasantly livable. 

II 
I AM BEGINNING to suspect that much of the trouble we face on the ques- 
tion of land value taxation stems from confusion about what we mean 
when we say land and what we mean when we say improvement. 

In an effort to lessen this confusion in my own writing, I decided two 
years ago to stop using the phrase land value taxation and to use instead 
the phrase “location value taxation.” Because in most instances the value 
of the location is almost independent of anything the past or present 
owners have done to improve the location. But this is not true of the 
value of the land itself. 

For example and specifically, forty years ago I was assessed more than 
$3,500 for paving the street frontage of the corner lot on which my 
house was located and for installing the sidewalk. This was indeed an 
improvement to my property, in exactly the same sense that the house 
itself was an improvement. But it was attributed to the land on the 
village assessment records. 

The real question is not whether the improvement is an improvement 
to the land itself or an improvement erected on top of the land. The 
real question is who paid for the improvement. 
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Once this differentiation is accepted, it seems to me the case becomes 
much stronger for very heavy taxation of location values to which the land- 
owner has made only a minimum dollar contribution. 

In New York the Regional Plan Association says it will cost the general 
taxpayer an average of $16,850 to pay the capital cost of the infrastructure 
_of new roads, new transit facilities, new water supplies, new sewage sys- 
tems and sewage disposal systems, new schools, new police and fire pro- 
tection facilities, etc. that will be needed to enable one more family to make 
its home in the New York area. Change that word “family” to read “lot” 
and you come to the almost shocking statement that it will cost other tax- 
payers an average of $16,850 to enable a landowner to get, say, $8,000 
for the land on which that family will live. 

Because underused land is taxed so lightly the landowner will make 
only a minimum contribution to that $16,850. 

Take another example: other taxpayers (mostly motorists) are committed 
to paying $350 million for the Verrazano-Narrows Bridge to Staten Island. 
Immediate beneficiaries of this $350 million expenditure are the present 
landowners of Staten Island who are not likely to put up more than 1 per 
cent of the $350 million. They derive a windfall profit of at least twice 
$350 million. 

II 

Nor ALL the unearned increment to location value is paid for by the tax- 
payers. For example, in Philadelphia the millions of private capital 
poured into Penn Center enabled the owner of a run-down property 
across Market Street to sell for $700,000 a holding he would otherwise 
have been lucky to dispose of for $200,000. In New York the enormous 
investment of private capital for the new buildings on Sixth Avenue 
(Avenue of the Americas) enabled the owners of the shabby half block 
on Sixth Avenue between 49th and 50th Streets to sell for $30 million in 
1968 a holding that could not have been worth more than $10 million in 
1958, 

Today it is the practice nearly everywhere to put most of the property 
tax on the improvement, że., to put most of the tax on what the owner has 
spent his own money to build or otherwise create. This tax runs roughly 
twice as much as the tax we collect on the location value on which the 
property owner is getting almost a free ride on other people’s investment! 

These two taxes—the improvement tax on what the owner has done and 
spent to improve the property, and the location tax, the tax on what other 
people have done and spent to make his location more desirable and more 
valuable—have such different economic and social consequences that per- 
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haps we should take a minute to consider these different impacts separately. 

First, the tax on what the owner has spent: 

1. It is good for the community to have property owners invest money 
to improve their property. It is good for the community to have families 
build better homes and keep improving their homes instead of letting 
them run down and decay. It is good for the community to have mer- 
chants build better stores, good for the community to have the owners of 
aging and obsolete buildings replace them with new buildings, good for 
the community to attract new industry to build new plants to create new 
jobs. 

2. Levying a heavy tax on improvements in no way encourages property 
owners to spend their money for these highly desirable improvements. On 
the contrary, a heavy tax on improvements can be a serious deterrent and 
make the property owner think twice before he invests his money that way. 
Moreover the heavier the tax on improvements the bigger the deterrent. 

But the fact is that all over the country we tax improvements more heav- 
ily than any other product of American industry except hard liquor, cig- 
arettes, and perhaps gasoline. The only possible explanation of this is that 
almost everybody fails to realize how heavy the improvement tax really is 
because it is collected on the installment plan. But a 3 per cent-of-true- 
value improvement tax such as is levied in New York is the equivalent of 
a 52 per cent sales tax, że., it costs the improver as much each year as a 
52 per cent sales tax would cost him if he could finance that 52 per cent 
sales tax over the sixty-year life of the improvement at 5 per cent interest. 
The 6.1 per cent-of-true-value improvement tax in Boston is the equiva- 
lent of a 100 per cent-plus sales tax. That is so impossibly heavy that 
Boston had to get a special dispensation from the state to tax new build- 
ings only half as much; otherwise no new building would have been built. 
San Francisco’s improvement tax averages only a little over 2.2 per cent-of- 
true-value. But 2.2 per cent a year works out over the years like a sales 
tax of almost 40 per cent. In these days when every investment decision 
must first be checked against its tax consequences even a 40 per cent sales 
tax can be a mighty serious deterrent. 

It is such a serious deterrent that whenever the government is particu- 
larly anxious to get private enterprise to build some favored project it 
offers the builder tax exemption on the new construction. But that just 
makes the over-all problem worse by incrcasing the improvemcnt tax load 
everywhere else, thereby discouraging all other improvements. What we 
need 1s citywide exemption for the improvements the owner pays for him- 
self. Individual owners should all be taxed much less #f at ali on their 
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houses, their stores, their factories, and al] the other improvements they 
have directly paid for. 
IV 

FROM WHAT SOURCE will we get the tax revenues our cities need? From 
much heavier taxes on the community-created and community-paid-for 
location value of land. In fact, many of us stand to gain as much or more 
from multiplying—and I mean multiplying—the tax on unimproved land 
values as we stand to save from completely abolishing the tax on our 
improvements. 

Consider just six of many reasons. 

Reason No. 1 is the personal reason. Most of us find ourselves paying 
more taxes instead of less when the improvement tax is minimized with- 
out at the same time maximizing the land tax. Increasing the land tax 
makes the owners of unused and underused land pick up a bigger and 
fairer share of the total tax load. Every local government in California 
and other states depend on the property levy for most of its tax income. 
So if we don’t offset untaxing improvements by uptaxing land every local 
government would have to either go broke, or impose a lot of new local 
taxes that would almost certainly hit the average family and the average 
business harder. Or it would have to get bailed out by the state, in which 
case, says the executive vice president of the California Taxpayers Asso- 
ciation, the state would have to double its sales taxes or triple its state 
income tax just to make up for even a 50 per cent cut in the property tax 
take. Both these increases would hit the average family and the average 
business harder. Or it would have to get bailed out by the Federal Gov- 
ernment, which is already spending so much more money than it is col- 
lecting in taxes that inflation is getting way out of hand, the dollar may 
have to be devalued, mortgage interest is soating towards 8 and 9 per cent, 
and nobody knows what next. 

All of these alternatives would be bad. All four of them are next to 

impossible, so it would be just plain nonsense to support a proposition 
that along with reducing the improvement tax by 75 per cent, which is a 
good idea, we should also reduce the land tax by 75 per cent instead of 
making it that much heavier, at the very least. 
Reason No. 2 is the scandalous reason. We cannot afford to go on 
year after year taxing ourselves and bonding ourselves to subsidize the 
land speculation and the land price inflation that is now the worst part of 
today’s over-all inflation, with land prices soaring 15 per cent a year com- 
pounded, four or five times as fast as everything else. 

This is the subsidy nobody seems to know about. It’s a hidden subsidy, 
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so well hidden that it never even gets on the government’s books. It’s so 
well hidden that the beneficiaries are never named, so well hidden that 
they never get a government check for their subsidy payment. It’s a secret 
subsidy worked, not by sending subsidy checks to the beneficiaries, but by 
tax treatment so extremely favorable that (in Fortune’s words) “It almost 
completely exempts land speculation from the ordinary working of the 
law of supply and demand.” It is worked by taxing the owners of unused 
and underused land so lightly that they pay only a trifling share—perhaps 
2 per cent or 3 per cent—of the truly enormous cost other taxpayers must 
absorb to pay for the public improvements that multiply the value and the 
selling price of their underused land. 

Unless I am very much mistaken this hidden subsidy—this subsidy of 
public improvements for private profit—is the biggest subsidy of all, far 
bigger than the shipping subsidy, bigger than. foreign aid, bigger even 
than all the federal farm subsidies, which, not so incidentally, the Federal 
Government’s own report on the causes of rural poverty has now identi- 
fied as mostly a land subsidy that has “created a class of rich rural land- 
owners but done little to improve the condition of the rural poor.” It has 
made more Americans rich at the public expense than all our oil wells 
and all our gold mines. 

Once in a blue moon this subsidy becomes so obvious that it arouses 
public protest. For example, when San Franciscans bonded themselves 
for nearly a billion dollars for the Bay Area Rapid Transit the windfall 
for landowners around its stations was so big and so obvious that Lady 
Barbara Ward of the London Economist heard the report 5,000 miles away 
in England and urged them to get busy and recover some of that windfall 
from the landowners. This aroused considerable agitation, But Cali- 
fornians seem willing to enrich one single California family with a $200 
million windfall as a direct result of bonding themselves for $1.75 billion 
to bring Feather River water to irrigate 400,000 arid acres on the way to 
Los Angeles! 

Marshall Field, the department-store-tycoon-turned-multimillionaire- 
land-speculator, once said: “I wouldn’t call owning land a good way to 
make money; I wouldn't call it the best way to make money; owning land 
is the only way to make money.” Economists will dispute him. But at 
least it is the bonanza way to make money because under today’s property 
tax breakdown other people—-mostly oiher taxpayers—put up most of the 
money needed to make the land more livable, more valuable, and more 
richly saleable—but only the landowner can cash in on that huge invest- 
ment of other people’s money! And that’s why, in the words of an econo- 
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mist, John Stuart Mill, “Landowners can get rich in their sleep.” 

A hundred and sixty years ago the father of classical economics, David 
Ricardo, spelled out a simple truth that is still almost unchallenged: “The 
interest of the landowner is directly opposed to the interest of every other 
element in the economy.” In other words, what is good for the land- 
owner is no good for anybody else. Today’s land price inflation that is 
so good for today’s landowner is bad for everybody else. Bad for the 
homebuyer. Bad for the homebuilder. Bad for the land developer. Bad 
for the mortgage lender who finances the inflation. Bad for the realtor 
who has to sell the inflated price. Bad for the architect. Bad for the land 
planner, whose planning is frustrated by high land costs. 

Why should we single out the landowner whose interest is so opposed 
to everybody else’s and reward him with the most costly subsidy of all? 
Reason No. 3 for multiplying the tax on unused and underused land is 
the How-to-get-better-suburbs reason. Its rationale is that we cannot af- 
ford the heavy costs of suburban sprawl, by-passed land, and premature 
subdivision, which for brevity’s sake can be called the heavy costs of 
sprawl. We cannot afford the tax cost, the wasted-time cost, the unem- 
ployment cost, the agricultural cost of sprawl. 

There is just one cause and just one explanation for sprawl. Unused and 
underused land on the outskirts of our growing cities is so undertaxed that 
its owners are under no tax pressure to let their land be put to a better use 
when it is needed for orderly urban development. Land is so undertaxed 
that the owners of underused land can afford to sit tight waiting for their 
land to “ripen,” which is the euphemistic way of saying they can afford 
to sit tight until a huge investment of other peoples’ money to develop 
the land around them has multiplied the market value of their land by five, 
or ten, or twenty times. That is what Winston Churchill meant when he 
said the landowner’s profit is often in direct proportion to the disservice 
he had done the community by holding his land off the market when it 
was needed for orderly development. Land is so lightly taxed that home- 
builders are forced to leapfrog further and further out into the country- 
side to find land they can afford to build houses on and manufacturers are 
forced to leapfrog further and further out into the countryside to find 
enough land on which they can afford to build new plants. l 

All this sprawl and leapfrogging is very wasteful. It is very, very 
costly to everyone except the landowners it makes rich. Specifically: 

1. Sprawl multiplies the cost of almost every municipal service. It 
multiplies the cost for roads to reach the sprawl-scattered homes, multi- 
plies the cost of water distribution, multiplies the cost of sewage collec- 
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tion, multiplies the cost of mass transportation facilities, inflates the cost 
of police and fire protection, doubles the cost of getting children to and 
from school. 

2. Sprawl multiplies the waste of time and money getting to and from 
places to work and multiplies the waste of time and money getting to and 
from places to play. City people must waste countless hours getting out of 
the city for outdoor recreation. Suburban people must waste countless 
hours driving past by-passed miles of vacant land on their way to town. 
A University of Pennsylvania study found that millions of men and women 
now spend more money driving to and from work than they spend for the 
homes they own. Research at Stanford found that millions of men and 
women must now spend a third as much time getting to and from work 
‘as they spend working. 

3. Sprawl multiplies the job-finding problems of the poor and under- 
qualified by shifting too many of the jobs they could fill and hold too far 
from the slums where poverty makes them live. For example, sprawl was 
found guilty of being a major cause for the nearly 30 per cent unemploy- 
ment in Watts. The jobs the poor in Watts could fill have moved miles 
and hours away—often three bus rides away at $2 a day bus fare! 

4, Sprawl is blighting mile after mile of fine farming country. In Santa 
Clara county, for example, leapfrogging builders have had to scatter their 
little tracts one-or-more-to-the-mile over 200 square miles of the finest 
prune and apricot land in America. The fruit growers are so busy wonder- 
ing whether to sell and how to sell that they are not replacing their aging 
trees when replacement is due. All these builders’ tracts that are now 
scattered over 200 miles could have fitted comfortably into 15 square miles 
of orderly development, leaving most of the other 185 for prunes and 
apricots for years to come. 

The land price inflation in the suburbs hits and hurts homebuilders and 
land developers hardest of all. The landowner takes his profit out first. 
The homebuilders’ No. 1 elder statesman, Tom Coogan, is guilty of only 
a slight exaggeration when he says: “There is very little profit in home- 
building; all the profit is in the Jand.” 

Reason No. 4 for taxing land more heavily is the architects’ reason. 
Most new buildings could be a lot better—a lot better planned, a lot bet- 
ter designed, and a lot better built—if the undertaxation of land had not 
made it easy for the landowner to take such a big profit out first. The 
landownet’s profit is so big that it is usually figured to allow the actual 
builder only just enough profit to let him make out if he keeps his costs 
under tight control. For example, consider the reasons why Rockefeller 
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Center in New York—so long considered “an outstanding example of the 
kind of amenity planning that enriches a city and insures its future” is now 
in serious trouble with the New York Planning Commission over what 
the New York Times calls “the catastrophic, neolithic, delinquent, and 
public-be-damned non-planning” for its next extension. 

The Times finds it impossible to explain that Rockefeller Center is now 
unwilling to spend the few extra millions needed to make the extension 
“spectacularly good” instead of “delinquent.” I would suggest that at 
least one explanation is pretty obvious: The owners of the three blighted 
and undertaxed blockfronts the extension will cover got in there first and 
took out $90 million for just letting Rockefeller Center improve their land. 
No wonder, after paying out that $90 million, Rockefeller Center is mak- 
ing a poor mouth about whether it can now afford to plan and build well. 
Reason No. 5 is the regional planners’ reason. Our regional planning 
money would go a lot further if idle land were taxed heavily enough to 
make the owners as willing to sell as we are willing to buy to carry out 
our plans. 

Californians talk of spending over a billion dollars for regional parks 
and other recreational facilities in Northern California. But what does this 
mean? In San Luis Obispo County the state had to pay $2,600,000 for an 
undertaxed park site assessed at $118,500. In Sonoma County the state 
had to pay $2,193,000 for an undertaxed park site assessed at $32,340. 
How far will that billion go when the very sum itself inflates land prices? 

San Francisco’s plans for protecting the Bay waterfront and putting it 
to good use are impressive. I am intrigued to read that the city’s officials 
have thought up five schemes for getting the state to put up the money, 
six plans for getting the Federal Government to put up the money, plus 
a hopeful idea for getting some foundation to buy it. And as a last resort 
they may have to sell bonds to buy back these never-used or underused (and 
therefore undertaxed) waterfront lands. But the waterfront purchase 
money, however raised, would go a lot further if these never-used and 
underused Jands were not so lightly taxed that their owners can now hold 
out for at least 150 times the price at which their land was originally re- 
leased out of the public domain—and in some cases 22,500 times! 

The under-assessment of vacant and underused land is a national scan- 
dal from coast to coast. Too many assessors confuse the property tax with 
the income tax, so as long as the land is kept underused to produce little 
or no income they reward the owners with a low tax bill based on assess- 
ing the land at a fraction of its market value. On Long Island, for ex- 
ample, land assessed at $500 an acre is listed for sale at $20,000. 
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But ptoper assessment of valuable unused land is not all that is needed. 

If the discouragingly high tax rate on improvements is to be lowered the 
tax tate on unimproved land will also need to be at least doubled and 
probably tripled. Nothing less than that will put enough pressure on the 
owners of unused, underused, and misused land to let it be put to fuller 
and better use instead of holding it off the market as a speculation. 
Reason No. 6 is the How-to-develop-better-cities reason. We cannot 
possibly afford to do more than a patchwork job of urban renewal and 
urban modernization unless we tax urban land more heavily. Specifically, 
unless we tax the location value of underused, and misused wrbax land 
much more heavily. 

Too few people seem to understand that every public or private im- 
provement on one piece of land gets capitalized into the price of the ad- 
joining land. So the more public and private money we spend to renew 
one blighted block the more we will have to pay to renew the next one. 

Consider the giveaway of tax revenues in San Francisco. Landowners 
there have capitalized the big public and private investment in the Golden 
Gateway Renewal Project into a five-fold increase in the price of their 
property. In like manner the land cost for Western Addition No. 2 was 
tripled by the success of Western Addition No. 1. This suggests that 
under today’s land tax system our future renewal ventures will have to 
be far enough away from any of our other big renewal projects so that the 
subsidy for the new project will not have to be tripled as it was for West- 
ern Addition No. 2 in order to pay off the subsidy for the first project all 
over again because the first subsidy has been capitalized into the land 
price for the second project! 


Yy 
IF OUR CITIES needed nothing more in the way of urban renewal and 
urban development than just cleaning up a few scattered patches, local 
un-slumming like the un-slumming around the Golden Gateway and the 
un-slumming around the Western Addition No. 1, might be all very well. 

But alas, the rebuilding challenge we face is not patching here and 
there. It is such an enormous challenge that despite all the forward- 
looking plans we are now making and executing I can’t help wondering 
how many of us have faced up to its full magnitude. 

By 1999 San Francisco will be the metrorolis for three times as many 
families, each with at least twice as much money to spend to live at least 
twice as well. We cannot house three times as many people by sprawling 
three times as far out into the farmlands. Long before 1999 we will have 
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to start replanning and rebuilding in three dimensions instead of two and 
working out ways to make high-density living pleasanter tomotrow than 
low-density living is today. We cannot expect all these people to drive 
three times as far to find outdoor recreation. Despite high-density we will 
have to start planning a lot more outdoor play and a lot more outdoor 
living right into the city, much of it on our rooftops. 

Two things we know for sure about tomorrow's San Francisco and 
tomorrow’s Bay Region: 1) it will have to be as different from today’s 
city as today’s San Francisco is different from the horse-and-buggy San 
Francisco destroyed by the fire; and 2) a conservative estimate of how 
much public and private investment will be needed in that city is way 
over $100 billion! If we want a preview of the problems we will face 
if we move forward into this $100-plus billion development program 
without first taking steps to get back through high land taxes a big part 
of the $30-billion-plus windfall this $100 billion development will dump 
in the landowners’ laps, we can take a look at the trouble Philadelphia is 
in right now. 

Philadelphia has obtained more federal urban renewal subsidies than 
any other city except New Haven and perhaps Boston. But despite all 
those federal subsidies—or perhaps more correctly, because of all those 
federal subsidies—the regional urban renewal director has declared that 
“the situation is desperate” and the local federal renewal director has 
announced that Philadelphia will need a subsidy of $225 million to carry 
out the same program that was budgeted just a year before at $135 million 
because, said he euphemistically, “urban renewal has been so successful 
in Philadelphia that we’re having to pay much higher prices for the land 
we have to buy. In other words, last year’s renewal subsidies get capital- 
ized into the price of this year’s renewal land. The more we spend for 
renewal the more the next step in renewal will cost. 

Other students of America’s urban crisis give us the same advice. Con- 
sider the consensus of a panel of 33 urban experts described by Mayor 
Lindsay of New York as “The Who’s Who of Urban Development.” 
This panel included the president of the American Institute of Planners, 
the president of the American Institute of Architects, the president and 
the executive director of the National League of Cities, three mayors 
chosen as best qualified to speak for City Hall, the Federal Urban Renewal 
Commissioner, the public affairs director of the Ford Foundation, the 
chairman of the Federal Advisory Commission on Intergovernmental Re- 
lations, the research director of the United States Chamber of Commerce, 
the chairman of the Realtors Build America Better Committee, the presi- 
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dent of the National Association of Homebuilders, the chairman of the 
National Housing Center and such outstanding California urban experts 
as the city planner, Victor Gruen, the landscape architect, Lawrence Hal- 
prin, and the director of the University of California’s Institute of Urban 
and Regional Development, William L. C. Wheaton. 

Here is what these experts had to say about the need of reducing the 
taxation of improvements and increasing the taxation of unimproved land 
values: 

If you want to get rid of slums, it is foolish to subsidize slums by 
assessing and taxing slum properties only half or a third as heavily as 
good housing with the same market value. 

If you want to speed up the replacement of obsolete buildings such as 
now pre-empt so much of the downtown land in every city, it is foolish 
to keep them standing and profitable by taxing not only the aging build- 
ings, but also the land under them, less and less as the buildings get 
older and more and more rundown. Tract-by-tract research conducted for 
the Urban Land Institute, with the cooperation of the Milwaukee tax 
commissioner, showed that it would be profitable for private enterprise, 
without any subsidy, to tear down and replace practically all the obsolete 
buildings downtown if the property tax were put all on the valuable land 
they cover, so the tax burden on the replacement would not be many 
times heavier than the tax burden on the relic. Says Professor Gaffney, 
who conducted the research: ‘““Today’s property-tax practice is slowing 
down the replacement of obsolete structures by 20 to 30 years.” 

If you want to check the land-price inflation that threatens to price 
good new homes out of the market, it is foolish to subsidize that inflation 
by assessing and taxing land lightly and then penalize the homebuyer who 
has just paid too much for his land by taxing him too much on his house. 

If you want to minimize suburban sprawl and stop blighting the 
countryside with premature subdivision, it is foolish to assess and tax land 
so lightly that landowners will be under no tax pressure to release their 
land at a reasonable price when it is needed for orderly urban growth. 

If you want to make low-density living possible closer to downtown, 
it is foolish to subsidize the waste of central-city land by undertaxation. 
The Urban Land Institute research referred to before showed that full 
utilization of the land close to the center would satisfy most of the demand 
that is now proliferating sprawl, thereby making land available for low 
density less than half as far out as now. 

If you want to hold down the cost of municipal services, it is foolish 
to undertax underused urban land and so encourage sprawl, for almost all 
municipal costs—water supply, sewage disposal, garbage collection, streets, 
fire protection, police protection, as well as gas, electricity, telephone con- 
nections and other utilities—are multiplied by distance. 

That consensus of such a distinguished group of urban experts is a 
Jandmark in scholarly awareness of one of the main bases of America’s 


158 The American Journal of Economics and Sociology 


urban crisis. What it signifies in terms of practical policy has been stated 
succinctly by Dr. Robert M. Hutchins, one of whose insights impelled 
me to begin this paper. 

After spelling out how today’s misapplied property tax “promotes almost 
every unsound public policy imaginable, encouraging urban blight, sub- 
urban sprawl, and land speculation and thwarting urban rehabilitation, 
new construction, home improvement, and orderly development,” Dr. 
Hutchins went on to conclude: 

“The remedy is absurdly simple: Take the property tax off the im- 
provements and put it on the land. The owner would then be taxed on 
what the community had done for him by making his land valuable. He 
would not be punished for what he had done for the community by putting 
his land to good use.” 


Time & Life Building 
Rockefeller Center, New York 10020 


Tax Exemptions for New Industries in Lebanon 


TAX EXEMPTIONS designed to stimulate industrial investment in Lebanon 
are offered under the provisions of Law No. 38/67, promulgated in May 
1967. The law, which applies to foreign as well as to Lebanese firms, 
exempts industrial enterprises established after 1964 from income tax on 
profits for the first six years of operation, provided that (1) the investment 
is large (fixed assets of 1.0 million Lebanese pounds (LÈ) ($312,500) or 
more); (2) workers’ payrolls amount to at least LE 150,000 annually (not 
including individual salaries of LE 15,000 or more); and (3) production 
relates to goods not already produced in Lebanon, or not produced in 
quantity sufficient to meet local demand. 

If the enterprise is located in one of the priority districts, the above 
minimum requirements on fixed assets and workers’ payrolls are reduced to 
one half, and the six-year tax exemption period is extended to ten years. 

The new law also promotes the expansion of existing industrial enterprise 
by exempting from income tax profits on new lines of production intro- 
duced after 1964, provided that fixed capital investment and the total wage 
bill increased by the amounts mentioned under (1) and (2), above. 

Firms benefiting by the new tax exemption are required to continue 
operating in Lebanon, after expiration of the period of tax exemption, for 
at least as long as the period during which they enjoyed the exemption. 
The new law replaces and somewhat expands similar tax incentives that 
were provided under an earlier law. [From the International News 
Survey. | 
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Community Development, Land Reform, 
and Political Participation 


Preliminary observations on some cases 
in Latin America 


By GERRIT Huizer* 


There was a general recognition of the intimate relationship between 
land reform and community development: land reform being a precondi- 
tion for community development; community development, in turn, 
mobilizing and organizing popular efforts to ensure the attainment of 
the objectives of land reform.+ 


I 

THE NEED TO LINK community development programs with such larger 
development measures as agrarian reform has been stressed by the United 
Nations many times in the last few years.t One reason is that it has be- 
come increasingly obvious that community development programs often 
do not have the desired success because of unresolved land tenure problems 
which, since they are regarded as fundamental by most peasants, keep 
them from having confidence in and fully participating in government 
action.? “There are exceptions to this rule of course, but latifundismo 
(the large estate system) is almost everywhere recognized to be not only 
an economic problem but also a hindrance to community development.” 3 
The effect of a static semi-feudal social structure on people is recognized by 
social anthropologists as well as pragmatic agricultural technicians.* 


* Although the author of this paper is employed by an agency of the United Nations, 
the opinions expressed in it are personal and do not necessarily coincide with views officially 
held by U.N. 

+ U.N./F.A.O., World Land Reform Conference, Rome, 1966. 

1 Land Reform, Report of the 1966 World Land Reform Conference, United Nations 
Economic and Social Council, E/4298, March 1967. Community Development and Na- 
tional Development, Report by an ad hoc Group of Experts, United Nations, 1963, para. 
53 (E/CN.5/379/Rev. 1). Report of the Fifteenth Session of the Social Commission, 
U.N. Economic and Social Council, Official records, 36th Session, Supplement No. 12 
(E/3769), para. 37-43. Progress in Land Reform, Third Report, United Nations, Food 
and Agricultural Organization-International Labour Office, 1962, (ST/SOA/49), Chapter 

2 See e.g, Desarrollo de la Comunita! Locel de Neysvit (Mexico), Monografia, Na- 
ciones Unidas, 1954 (ST/SQA/Ser, 0/18), pp. 26 ord $9, 

3 John Gillin, Mestizo América, in R. Linton, cd, Mos? of the World (New York: 
Columbia University Press, 1949), p. 182 ff. 

* See e.g., Fritz Loenholdt, The Agricultural Economy of El Salvador, Report for 
UNTA Mission to El Salvador, 1953, p. 7. 
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The author of this paper found confirmation of the fact when he did 
village-level work in the Valle de la Esperanza in El Salvador in 1955, 
where he helped in the work of a sanitary drinking water project and 
road improvement. The Valle de la Esperanza is well known for its semi- 
feudal social structure. The adverse effects of this structure circumscribe 
efforts to organize community activities.® 

Both the sanitation and sroad-improvement projects appeared to be 
ideal community development efforts since they corresponded with strongly 
felt needs of the villagers who had to get water from contaminated wells 
some distance away and who suffered also when the rainy season made 
it difficult to reach even the nearest towns. In addition, both projects 
looked ideal with regard to contributions from the government. For the 
sanitary drinking water system several kilometers of pipes were being 
supplied by the government. The latter was also contributing technical 
supervision and help in collecting the water at a well in the nearby moun- 
tains. The villagers only had to contribute manual labor which, because 
of chronic underemployment in rural El Salvador, was abundantly available. 
A similar arrangement was offered for the road work. Initially the 
villagers did not respond actively, however. 

Only after living in the community for several months,’ and only after 
the people’s confidence had been gained, did the author discover some of 
the factors that prevented their wholehearted participation in those useful 
projects, 

The most striking factor certainly was distrust. Once a confidential 
relationship with the villagers had been established, they revealed their 
strong conviction that the sanitation project would not benefit them but 
would rather serve the local large landholder, whose big house was not 
far from the center of the village. In their experience, government em- 
ployees and landlords always organized such things together. The people 
also resented having to work without pay while the officials who made 
them do so, earned (compared with a rural day laborer) relatively high 
salaries, Most of these officials are, moreover, known to enjoy additional 


5 Richard N. Adams, Cultural Surveys of Panamd, Nicaragua, Guatemala, El Salvador, 
Honduras, Washington, D.C.: Pan American Sanitary Bureau, 1957, p. 431. 

6 Carlos Campos Jiménez, Una Experiencia de Organización de la Comunidad en el 
Valle de la Esperanza, Serie sobre Organizacién de la Comunidad, No. 6, included as No. 
20 in the Colección de Estudios, published by United Nations, United Nations Educational 
Scientific and Cultural Organisation, and Organisation of American States, 1954. 

T See Gerrit Huizer, “Some Observations in a Central American Village,” América 
Indigena, Vol. 23, No. 3 (July, 1963), p. 211 f; also Gerrit Huizer, “A Community 
Development Experience in a Central American Village,” International Review of Com- 
munity Development, Rome, No. 12, 1963, p. 161 ff. 
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incomes as absentee landowners. Along with all these factors was the 
further one of those government agents (mostly engineers, but including 
the social educator who was an ex-Army major) treating the villagers, not 
as responsible citizens whose collaboration was sought with reasonable 
arguments, but as inferior beings who were merely to be told what they 
should do. This attitude was strongly resented by the villagers, but since 
no open opposition was tolerated, people withdrew in silence and simply 
did not show up for work. 

The spirit of distrust and resentment was expressedly related to such 
past experiences as the bloody repression of a peasant revolt in 1932, still 
well remembered in 1955, although rarely mentioned and then only in a 
low voice at somebody’s home.® It was said that thousands of peasants 
had been killed in those days and that since then public gatherings of 
more than five peasants were not allowed.? It is known that the formation 
of peasants’ organizations in El Salvador is legally forbidden.1° The 
terror still existing in rural areas could often be verified by the author when 
quiet, leisurely gatherings of people in the center of the village suddenly 
dispersed if a boy came running up to announce that a patrol of the na- 
tional guards was approaching the village. 

It will be clear that in this kind of authoritarian social climate’ to 
create an atmosphere favorable to voluntary cooperation is very difficult. 
“When a village is differentiated in this way by divergence of economic 
interest, the general body of villagers may not be motivated to give free 
labor for the benefit of the privileged minority’? and such is the case in 
many Latin American villages. 

Distrust and suspicion were also the first responses encountered by 
agricultural extension students in the region of Turrialba in Costa Rica 
when they were sent into the villages to study the effectiveness of extension 


8 Alejandro Dagoberto Marroquin indicated that in Panchimalco, the village in El 
Salvador which he studied in 1958, the same fear of the authorities existed. (Marroquin, 
gee Investigación Socioldgica, San Salvador: Editorial Universitaria, 1959, p. 324 
and 346 ff.) 

® According to Sergio Maturana (Los Problemas de Tenencia de la Tierra en los Paises 
de Centroamérica, FAO/CAIS/63, 1963, p. 51) 17,000 peasants were killed in this repres- 
sion. See also Marroquin, op. cit., p. 324. 

10 See Jean Ambrosini, Informe al Gobierno de El Salvador sobre los Asalariados Agri- 
colas, (Geneva: I.L.O., 1954) p. 16 and also Marroquin, op. cit., p. 371 f. 

11 See Kurt Lewin, Resolving Social Conflicts, Part UW, Chapter 5, Experiments in 
Social Space; and Part H, Chapter 7, Time Perspective and Morale, as regards the preat 
difficulties in overcoming low morale. 

12 Community Development and National Development, op. cit., par. 105. 

13 For such distrust in a Mexican village see eg. Oscar Lewis, Life in a Mexican Vil- 
lage, Tepoztlan Restudied (Urbana: University of Illinois Press, 1951), p. 292. 
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agencies there.1* ‘The directors of the study noted the importance of the 
attitude of the extension worker in overcoming such distrust, but they 
did not indicate much about the reasons for such distrust and its relation 
to the “stratification in a class-system” which they found (by means of 
sociometric techniques) to exist in some of the villages. In this respect 
the great advantages of “participant observation” and “participant inter- 
vention’’?® as research techniques for discovering the deeper motivations 
may be stressed. 

Among peasants in southern Italy, a region that has much in common 
with Latin America, the author observed the same distrust and suspicion.?* 
By way of an explanation for this situation, Edward Banfield speaks of 
what he calls “amoral familism.’2® Because of the predominance of a 
mentality which leads to “political incapacity,”1° Banfield sees few chances 
for successful community development programs in southern Italy.2° Un- 
fortunately he does not make clear statements regarding the causes of this 
“amoral familism,” nor suggestions for improvement in this respect. 
Some experimenting proved, however, that although “amoral familism” 
was deeply rooted in Sicily, as well as in El Salvador, certain common 
undertakings could be organized in both places. It became clear that the 
“political incapacity” of the peasants was related to the authoritarian and 
oppressive social climate and thus can be changed under proper circum- 
stances. The slow but continuous growth of peasant organizations, al- 
though faced with violent action by the Mafia, which has killed thirty-three 
of the most vigorous peasant leaders since 1954, indicates that the situa- 
tion is not as hopeless as Banfield suggests.?+ 


14 Charles P. Loomis, et al, Turrialba. Social Systems and the Introduction of 
Change, (Glencoe: The Free Press, 1953), p. 206. 

15 Ibid., p. 48 f. The land tenure situation in Costa Rica has been characterized as 
follows: “Even though Costa Rica is mentioned at times as a nation of small farmers, 9 
percent of its farms account for 71 percent of the cultivated land.” Earl Jones, Revisión 
de Algunas Reformas Agrarias, (Turrialba, Costa Rica: Instituto Interamericano de 
Ciencias Agricolas, 1962), p. 13. 

16 See Allan Homberg, “Participant Intervention in the Field,’ Human Organization, 
Spring, 1955, p. 23-26. See also Gerrit Huizer, “Evaluating Community Development at 
the Grassroots: Some Observations on Methodology,” América Indigena, Vol. 25, No. 3, 
México, Julio, 1965, pp. 279—301. 

17 Gerrit Huizer, “Some Community Development Problems in Partinico, Western 
Sicily,” International Review of Community Development, No. 10, 1962, p. 47-56. 

18 Edward Banfield, The Moral Basis of Backward Society (Glencoe: Free Press, 1958), 
p. 85. In this work he indicates that the mentality of an “amoral familist” is: “Maximize 


the material, short-run advantage of the nuclear family; assume that all others will do like- 
wise.” 


19 Ibid., p. 31. 

20 Ibid., p. 175 ff. 

21 For a description of the problems encountered when trying to stimulate development 
programs in Sicily, see also Danilo Dolci, Outlaws of Partinico, London, 1961; Danilo 
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iI 
SOME EXPERIMENTS in which land reform measures have improved the 
social climate and thus created a favorable condition for cooperative effort 
and community development are described below. 

In El Salvador the author became acquainted with one of the “Fincas 
de Beneficio Proporcional” of the Instituto de Colonización Rural.?? These 
are projects for resettling landless peasants on land belonging to the gov- 
ernment, a sort of collective farm, managed initially by employees of the 
Institute but destined to be taken over eventually by the peasants them- 
selves. Successful community development efforts have been carried out 
in this new, small village.2* It was noted by the United Nations that 
this experiment was too limited and that any enlargement would probably 
find resistance from the large landowner class of El Salvador.?4 It was 
also noted by the United Nations that: “A common danger in the use of 
pilot projects is that of over-investment of personnel and funds to the 
extent that projects could not possibly be duplicated on a national scale.’ 

Another rather small-scale but scientifically well-controlled experiment 
of the same sort has been carried out in the former hacienda (estate) 
Vicos in Peru, under the direction of social anthropologists and other 
technicians from Cornell University. Vicos, a rather typical Peruvian 
hacienda with about 300 Quechua-speaking Indian families attached to 
the Jand (but owning none of it), was taken over by the study group in 
1952. At that time “standards of living were at a bare minimum. Health 
and nutritional levels were extremely low. Educational facilities were 
almost completely lacking. Cooperation within the community was the 
exception rather than the rule, and resistance to the outside world was 
high. Attitudes toward life were static and pessimistic.”?® The purpose 


Dolci, Waste, London, 1963; Renée Rochefort (Le travail en Sicile, Paris: Presses Univer- 
sitaires de France, 1961) speaks of an “epic solidarity” among the peasants when organiz- 
ing to press for land reforms. ‘The best description of the Mafia and the counterforces 
arising from among the peasants is probably to be found in E. J. Hobsbawm, Primitive 
Rebels, Studies in Archaic Forms of Social Movement in the 19th and 20th Centuries 
(Manchester: Manchester University Press, 1959), especially Chapter 6. 

22 It is interesting to note that Maturana (op. cit., p. 51) sees a relationship between 
the creation of this institute and the peasant revolt that took place in 1932. 

23 See Rolf Wilhelm, “Un equipo de voluntarios en el programa de colonizacién rural 
en El Salvador,” Boletin Trimestral, CREFAL, Patzcuaro, Mexico, Vol. 7, No. 2, p. 
29~97. In English version in Fundamental and Adult Education, UNESCO, Vol. 7, 
No. 2. 

“4Fritz Leonholdt, op. cif., p. 57. 

23 Community Devclopmeni and National Development, op. cit., par. 49. 

28 See Allan R. Holmberg, Changing Community Attitudes and Values in Peru: A 
case study in guided change, in Social Change in Latin America Today, by Richard Adams 
et al, a Vintage Book, 1961, Ch. 2, p. 80-81; also Mario ©. Vazquez, “Cambios Socio- 
Económicos en una Hacienda Andina del Pert,” América Indigena, Vol. 22, No. 4 (Octo- 
ber, 1962), 3. 297-312. 
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of the experiment was that of “developing within the community inde- 
pendent and dynamic problem-solving and decision-making organizations 
which could gradually assume the responsibilities of leadership in public 
affairs in a rational and humane manner and along democratic lines,”’?? 
Many of the traditional abuses of the hacienda system were abolished and 
a new type of relationship, based on the principles of friendship and re- 
spect for human dignity, was created."® The inhabitants were also 
helped to improve their agriculture by means of an attractive credit system. 

Between 1952 and 1957 the executive power over this hacienda was 
transferred little by little to the indigenous community. Locally respected 
people were carefully selected and trained in bearing responsibility and 
settling conflicts. Decisions made by this group were discussed by the 
community as a whole. At the same time improvements in health and 
education were introduced and local people made responsible for such 
activities. The several groups organized to this effect gradually learned 
to assume greater responsibilities, so that in 1957 the management of the 
whole hacienda could practically be given over to an elected body of local 
leaders. 

This case can be considered an example of slowly executed agrarian 
reform. The results were striking. Production of potatoes doubled be- 
tween 1957 (when everything was still managed under the old system) 
and 1958, with only a third of the labor force working in the field. Pro- 
duction per man thus went up 600 per cent. 

From these findings in the Vicos project, Holmberg concludes: “While 
it is dangerous to draw general conclusions from a single instance of this 
kind, particularly one in which many intervening variables were obviously 
involved, nevertheless, the data from Vicos are not without theoretical 
significance. They tend to confirm a hypothesis long ago expressed by 
Marx, namely that the alienation of people from control over the means of 
production retards social and economic development.’’?° 


Til 
THE EFFECTS OF THE VICOS EXPERIMENT are well summarized by Harold 
Lasswell: “Among the inhabitants of Vicos generations of oppression had 
created profound skepticism regarding the motives of any outsider, and 
particularly of the padrone [landlord]. Hence the strategy of rapid in- 
tervention, and the dramatic abolition of old abuses at the very beginning 


27 Allan R. Holmberg, of. cit., p. 83. 

28 Mario Vazquez, op, cit. p. 301. 

29 Allan Holmberg, “Land Tenure and Planned Social Change: A case from Vicos, 
Pert,” Human Organization, 1959, No. 1, p. 9. 
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‘of Cornell’s intervention. ‘The new revolution program was launched in 
a setting of surprise, incredulity, gratitude and hope.”°° That this drastic 
change of social climate in one place had a strong appeal in the surround- 
ing region and led to unrest and awakening among the peasants and re- 
sistance from the side of the landlords who feared to lose their age-old 
privileges has been indicated by several anthropologists who participated 
in Cornell’s experiment.®? 

The anthropologist Alain Dessaint, describing extensively the often 
socially disorganizing effects of the feudal hacienda and the plantation 
system on the indigenous population of Guatemala, notes a similar awaken- 
ing influence of agrarian reform and other organizing efforts, carried out 
in the early 50’s in Guatemala.22 ‘The period of reform, 1945-1954, 
caused a change in the paternalistic relationship of owner toward worker, 
as the latter especially began to identify himself with nation-wide groups 
and movements.” 33 

Richard Adams also observed the influence of Guatemala’s 1952-53 
land redistribution measures (which were suspended in 195434): “Among 
its effects, the [Jacobo] Arbenz period destroyed any remnant of mutual 
interest between farm laborers and farm owners. The paternalism of the 
earlier pattern persists today mainly in the written provisions of the labor 
code. The farm labor groups are now acutely aware that a new type of 
relationship is possible between themselves and the cosmopolite, local 
upper and middle classes. Similarly, the emergent middle mass is con- 
scious of its own potential strength, once it has been consolidated through 
labor unions and similar organizations. It was the emergent middle class 
that generally gave dynamic impetus to the Arbenz programs.” 35 

The 1963 Report on the World Social Situation, noted the “explosive 
unrest in large parts of the countryside’ and referring to the increasing 


30 Harold D. Lasswell, “Integrating Communities in More Inclusive Systems, Human 
Organization,” Vol. 21, No. 2 (Summer, 1962), p. 117. 

81 Henry B. Dobyns, Carlos Monge M., and Mario C. Vazquez, ‘Summary of Tech- 
nical-Organizational Progress and Reaction to it,” Human Organization, Vol. 21, No. 2 
(Summer, 1962), p. 109-115. Also Mario C. Vazquez, op. cit., p. 307. 

32 Allain Dessaint, “Effects of the Hacienda and Plantation Systems on Guatemala’s 
Indians,” América Indigena, Vol. 22, No. 4, (October, 1962), p. 352. 

33 Thid., p. 335. See also Allain Dessaint, “Papel que juegan la Hacienda y la Plantación 
en el Cambio Socio-Cultural: Guatemala y Brasil,” in Guatemala Indigena, Vol. 2, No. 2, 
p. 33. 

31 C.LD.A., Guatemala, Tenencia de la Tierre y Desarrollo Socio-Econémico del Sector 
Agricola, (Washington, D.C.: Unión Panamericana, 1965), p. 45, indicates that after the 
change of government in 1954 most of the 100,000 peasant families who had benefited 
from the reform measures lost their lands again to the former large owners. 

85 Richard Adams, “Social Change in Guatemala and U.S. Policy,” in Social Change in 
Latin America Today, op. cit., p. 270. 
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strength of these forces remarked aptly, “Such movements have not yet 
been objectively studied.’’¢ 


IV 

ONE OF THE BETTER-KNOWN EXPERIMENTS in Latin America concerned 
with a large-scale combination of Jand reform, peasant organization, super- 
vised credit, and community development is the one which has been 
carried on since 1936 in the Comarca Lagunera, a cotton-producing region 
in the north of Mexico.87 

In spite of the agrarian legislation of 1917 the hacienda system still 
prevailed. The peasants, mostly workers attached to the cotton haciendas, 
were striking for better conditions and organized themselves to counter- 
act the strikebreaking efforts by the large landholders. In 1936 these 
actions took such dramatic proportions that the national economy was 
threatened. President Lazaro Cardenas then promised the peasants’ or- 
ganizations to apply Article 27 of the Mexican Constitution (concerning 
land reform) to the region which meant redistribution of most of the 
haciendas among peasant communities. “It was not until the land-workers 
of La Laguna organized and acted for themselves that they were able to 
secure application of national laws to the region.”38 

In order not to damage the existing production systems too much, the 
haciendas were converted into a number of collectively worked ejidos?’ 


36 Report on the World Social Situation, 1963, Chapter 11, Social Development in 
Latin America, United Nations (E/CN.5/375/add. 2), p. 25-26. See also Gerrit Huizer, 
“Desarrollo de la Communidad y Grupos de Intereses en Areas Rurales,” América Latina, 
Vol. 9, No. 2, Rio de Janeiro, April-June, 1966, p. 41-66, and “Some Notes on Commu- 
nity Development and Rural Social Research,” América Latina, Vol. 8, No. 3, Rio de 
Janeiro, July-September, 1965, pp. 128-144. 

37 Some of the literature about this region: Nathan Whetten, Rural Mexico (Chicago: 
University of Chicago Press, 1948), p. 215-239. Clarence Senior, Land Reform and 
Democracy, (Gainesville: University of Florida Press, 1958), translated into Spanish as 
Reforma Agraria y Democracia en la Comarca Lagunera, published in Problemas Agricolas 
e Industriales de México, Vol. 8, No. 2, México, 1956, p. 1-175. La Comarca Lagunera, 
Liga de Agrónomos Socialistas, México, 1940. Emilio Romero Espinoza, La Reforma 
Agraria en México, (México: Editorial Cuadernos Americanos, 1963), p. 89 ff. Juan 
Ballesteros Porta, “Las Sociedades de Crédito Colectivo Ejidal de Tlahualillo, Durango, 
Estudios Agrarios, Vol. 1, No. 1, University of Mexico, 1960. Henrik Infield and Koka 
Freier, People in Ejidos, Vol. 2 of the International Library of the Sociology of Coopera- 
tion, New York, 1954, p. 91-112. Recently appeared: Salomon Eckstein, El Ejido Colec- 
tivo en México, (México: Fondo de Cultura Económica, 1966). 

38 Clarence Senior, op. cit., p. 66. 

38 “Land held in ejido tenure is the property of a town or village either for collective 
use or distribution among the inhabitants for cultivation in small plots, to which each 
individual has a right of occupancy and use so long as he keeps the land under cultivation. 
In colonial times villages had received grants of lands of this kind but during the nine- 
teenth century had lost their landholdings to the owners of large estates. The restitution 
or grant of ejido land has thus involved the splitting up of the large latifundia and the 
return of the land to village ownership.” Progress in Land Reform, United Nations, 
E/2526, 1954, p. 38, note $4. 
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and a number of legally allowed, maximum-size plots for the old pro- 
prietors and some of their employees.*° The collective ejidos were run 
by the peasants and their leaders in collaboration with government tech- 
nicians, especially those from the Ejido Credit Bank. Within 45 days 
three-fourths of the irrigated land and one-fourth of the unirrigated but 
usable land in the region was turned over to 30,000 peasants organized 
into about 300 ejidos. 

During the first four years after the reform, while Cardenas was still 
President, great efforts were made to “secure the participation of the 
ejidatarios themselves in all aspects of the new social structures in the 
region.”*2 The organization department of the Ejido Bank, in consulta- 
tion with the more responsible peasant leaders, began to organize advisory 
committees of ejidatarios. Later this setup became more formalized and 
conventions were held in each zone of the region to elect members. Also 
a central committee was formed with zone delegates, each of whom was 
responsible for a certain field in the communities in his zone. Such fields 
were: education (help in building schools, help in organizing night 
schools, the encouragement of sports, obtaining community support for 
school gardens, etc.), agriculture (the stimulation, in collaboration with 
agronomists, of all kinds of improvements), health (the promotion of 
public health activities in the communities, street cleaning, etc.). It is 
interesting to note the participation of women, strongly encouraged by 
President Cardenas, in all kinds of activities. So “the most outstanding 
cooperative successes in the region have been registered by 61 women’s 
groups, running corn-grinding machines,’’43 

Although the phrase “community development” was never used, the 
program executed in the Laguna region may well be considered to fall 
within the internationally accepted definition of the phrase.*# 

40 Thus, e.g., the Tlahualilo hacienda (consisting of 46,630 ha., half of which are 
cultivated; see Juan Ballesteros Porta, op. cit p. 66) was divided into 13 ejidos and 
around 150 “small properties.” See Senior, op. cit., p. 93. 

41 Senior, op. cit., p. 97. 

42 Ibid, p. 118. 

43 Ibid, p. 129. 

44 “The term ‘community development’ has come into international usage to connote 
the process by which the efforts of the people themselves are united with those of govern- 
mental authorities to improve the economic, social, and cultural conditions of communities, 
to integrate these communities into the life of the nation and to enable them to contribute 
fully to national progress, This complex of processes is then made up of two essential 
elements: the participation of the people themselves in efforts to improve their level of 
living with es much rehonec as posible on their own initiative; and the provision of 
technical and other services in ways which encourage initiative, self-help and mutual help 
and make these more effective. It is expressed in programs designed to achieve a wide 


variety of specific movements.” See Community Development and Related Services 
(E/2931, Annex 3), United Nations, 1960, par. 1 and 2. 
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The whole program was given legal status in 1939 under the name 
Central Union of Collective Credit Societies. “The first flush of en- 
thusiasm among the peasants gave a tremendous advantage to the Central 
Union. It seemed obvious to everyone that ‘one for all and all for one’ 
was a slogan that would bring results.”*5 But gradually the high morale 
of the early days declined. Personality difficulties, mistakes made during 
the redistribution of land, defalcations by several minor officials, decreasing 
support from the national government during the presidential terms follow- 
ing that Cardenas, changes in the policy of the Ejido Bank (more stress 
on purely economic gains), several years of drought that exhausted the 
irrigation scheme, rivalry among peasant groups, increasing population 
pressure, and many other factors are considered responsible for this decline. 
Careful evaluation of the influence of each of these factors should be 
undertaken. An indicator that occasionally has been used for this purpose 
is productivity or “expanded output.’’46 

While as we have seen in the Vicos case that productivity per hectare 
went up significantly after the reforms, the cotton yield in the Laguna 
region showed strong fluctuations (probably depending on the irrigation 
water available) both. before and after the changes of 1936, ‘The pro- 
ductivity of wheat per hectare declined after the first four years of the 
reform had passed.‘ 

It has also been noted that while productivity in the ejidal sector of the 
Laguna region has fallen, it rose in the private sector.4® Senior demon- 
strates that the decisive factor for this is not a constant (the ejidal form 
of agricultural organization) but a great number of variables.*® There are 
also exceptions. In some ejidos, like Tlahualilo, production after the re- 
form went up steadily to more than double the hacienda productivity.®° 


45 Senior, op. cit., p. 124-125. 

48 Community Development and Economic Development, Part I, United Nations 
(E/CN.11/540), Bangkok, 1960, Ch. 2. 

47 Senior, op. cit., Table 5, p. 71 and Table 7, p. 79. He also notes, however, the 
“more equal distribution of profits among resident workers,” which benefits the Mexican 
economy, while “formerly few individuals spent all the profits in the capitals of European 
countries or elsewhere” (op. cit., p. 238). The importance of such changes for national 
economic development has been stressed by Rail Prebisch, Towards a Dynamic Develop- 
ment Policy for Latin America, ECLA, 1963. 

48 Senior, op. cit., p. 189. In the Bajio region, where land reform did not promote 
collective ejidos, like in the Laguna region, but ejidos that were parceled out individually 
among ejidatarios, a similar fact, private farmers doing better than ejidatarios, has been 
noted by Carlos Manuel Castillo, “L’Economi Agricola en la Región del Bajio,” in Prob- 
lemas Agricolas e Industriales de México, No. 3—4, Vol. 8, 1956, especially Ch. 9. Mr. 
Castillo also indicated many other fields, e.g., education (op. cif., p. 63 f.), in which the 
ejidatarios are at a disadvantage, as compared with the private farmers. 

49 Senior, op. cit., p. 193. 

50 Juan Ballesteros Porta, op. cit., p. 73. 
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Whetten sees as the two main reasons for the Jack of success of most col- 
lective ejidos: (1) the lack of adequate local leadership, and (2) lack 
of discipline.5t He also notes a tendency toward assignment of indi- 
vidual parcels to ejidatarios as a solution to the problem of low produc- 
tivity. For the individually worked ejidos of the Bajio region, in Central 
Mexico, however, Castillo distinguishes structural and functional problems 
in the ejidal organization that have much in common with the reasons for 
the failure of many collective ejidos in the Comarca Lagunera. He stresses 
the need for administrative efficiency and the necessity of creating instru- 
ments of collective action that help the community to solve all kinds of 
problems and integrate itself into the national political system, thus im- 
proving some of the aspects of the ejido which do not conform to modern 
criteria of efficiency.5* 

He indicated as a “structural problem” the centralized decision-making 
by the agencies in the regions where Jand reform has been carried out, 
which creates a material and psychological climate in which both the 
individual ejdatario and the community are not capable of acting for 
themselves even in relatively simple situations.5* ‘The paternalistic attitude 
of the central organizations hinders the social evolution of the ejidos.®4 

These facts are related to the “functional problems,” especially the 
need to stimulate training of Jocal leaders to organize group action and 
the need to spread in a more balanced way the responsibilities within the 
ejidas 55 

The same thing is true of the Laguna region. Senior indicates that, 
notwithstanding the increased ‘“‘well-being’’®* of the peasants, especially 
after the initial years, “the education of the ejidatarios themselves in a 


51 Whetten, op, cit., p. 212~214. 

52 Carlos M. Castillo, op. cit., p. 156. 

53 Ibid., p. 159. Interesting demonstrations of such phenomena can be found in the 
Saturday page of the Mexican newspaper El Dfa, dedicated to agricultural problems and 
farmers’ complaints. 

54 Ibid., p. 160, 

55 Ibid., p. 162. 

56 Although the United Nations’ Second Report “Progress in Land Reform”? (E/2930), 
1956, p. 135, indicates about the reforms in the Laguna district: “the effect of these 
measures on the well-being of the rural population is not measurable,” an attempt to 
evaluate this aspect with modern techniques of the social sciences may now be worthwhile. 
Clarence Senior, who participated many years in several projects carried out in the region, 
says about “well being”: “It is towards this goal value that the Laguna experiment has 
made the most progress. Much of the advance is now past quantifying. One thinks for 
example of numerous reports of eyewitnesses and participants in whippings of field 
workers only a few months before the expropriations; of houses destroyed and peons 
driven off haciendas only a few years before 1936. One remembers hundreds of meetings 
in which men and women vibrated with a new dignity and determination to work hard 
and make a success of the ‘land which is now ours,’” op. cit., p. 195. 


170 The American Journal of Economics and Sociology 


manner to involve in ‘problem-solving’ has been neglected in a most 
irresponsible manner.”5? 

On several other occasions the paternalism of government employees 
and its disastrous effects on the self-help activity of people has been noted 
in the Laguna region. One of the explanations given by Whetten is 
that, because of lack of good personnel, the Ejido Bank recruited many of 
the former employees of the.old Aaciendas.5® A problem related to this 
paternalism is the fact that some of the leaders arising from among the 
peasants start dominating and even exploiting their followers once they are 
in a position of power. This is a rather widespread but barely investigated 
aspect of rural life in Mexico, called caciguismo.© 


V 
CARLOS MANUEL CASTILLO CHARACTERIZES such problems and the needed 
processes of solution as highly political.®t But they certainly are at the 
same time a task for community development, as the United Nations has 
said: “While motivation adds the dimension of populat enthusiasm to 
getting needed things done, the quality and the impact of popular effort 
must be safeguarded through good organization.” ®? 

Over the last few years various United Nations’ publications have in- 
dicated how community development, peasant organizations, and land 
reform can be related at various stages of development. In the initial 
stage of agrarian reform there are two ways by which community develop- 
ment can strengthen the land reform process, as noted by the U.N. Eco- 
nomic and Social Council: ‘First, land tenure reform legislation is seldom 
enacted until a groundswell of opinion (such as community development 
programs can help to generate) has arisen in the countryside in favor of 
such reform. Second, local support by the people concerned is needed 
for enforcement of land tenure legislation after it is enacted, since other- 
wise it is likely to remain a dead letter because of opposition from en- 
trenched interests.” 83 


57 Senior, op. cit., p. 198. 

58 See e.g. also Isabel Kelly, Informe preliminar del proyecto de habitación en La 
Laguna, Ejido El Cuije, cercano a Torren, Coahuila, Instituto de Asuntos Interamericanos, 
México, 1953 (mimedgrafo), p. 6, as regards self-help housing. 

59 Whetten, op. cit., p. 225. 

60 René Dumont, Terres Vivantes (Paris, 1961), Ch. 6, “Mexique: une Réforme 
Agraire ‘sabotée’ par le pouvoir,” p. 104 ff. See also: Oscar Lewis, Life in a Mexican Vil- 
lage: Tepoztlán Restudied, (Urbana: University of Illinois Press, 1951), Ch, 10, especially 
p. 240-246. 

61 Castillo, op. cit., p. 160. 

62 Community Development and National Development, op. cit., par. 83. 

63 Report of the 34th Session of the Economic and Social Council of the United 
Nations, E/3603, April 5, 1962, par. 69, 
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In the United Nations’ Third Repost Progress in Land Reform, these 
two potential tasks for community development were further elaborated: 
“Community development programs are well adapted to help create such 
a groundswell. In a number of instances such programs existed for some 
yeats before land tenure reforms, even in the restricted legal sense, were 
instituted, and have demonstrated their ability to help bring into being 
the conditions that make viable land reform possible. They have done 
this essentially by educating the rural people about the possibilities and by 
enabling them to find spokesman, an organization, the beginning of or- 
ganizing competence and of the habit of working through organizations. 
The reform laws were then in large part initiated and their passage assured, 
by the community itself.’ 

“After laws have been passed, many illiterate peasants have been 
ignorant of their new rights. Even where fairly adequate means of public 
education have been available, a lack of strong peasant organizations in 
rural areas has helped landowners to disregard legislation, or to get around 
it. The presence of such strong community organizations, at the local 
Jevel, on the other hand, has turned the tide in favor of enforcement.’’®5 

For Latin America, with its large number of landless peasants, various 

techniques were recommended to secure enforcement of tenure reform 
legislation: 
One of the most promising approaches to integration of agrarian reform 
and community development may be through legislative encouragement of 
group rather than individual applications for land, and democratic election 
of representatives of the applicants. This may create a focus for com- 
munity activity and common interest among landless laborers and others 
among whom community organization is usually very weak. It would 
provide the kind of pressures for enforcement needed to overcome the 
resistance of landowners, and might lead to effective national organization 
and political representation of the rural population. It would lead natur- 
ally to more permanent forms of community organization and to initiative 
in dealing with government agencies once the land was allocated—without 
in itself, however, implying collective ownership or use of the land.® 


As examples of this type of community development, the report lists the 
Jocal farm unions and peasant leagues in Venezuela which are now orga- 
nized into a National Peasant Federation.‘ 

In Venezuela the Labor Law of July, 1936, made rural unionization 


64 Progress in Lend Reform, Third Report, United Nations, 1962, (ST/SOA/49), 
Ch. 6, Land Reform and Community Development, par. 14. 

65 Jhid., par. 17. 

66 Jhid., par. 34. 

67 Ibid., par. 43. 7 
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possible.® Political leaders who had been in exile for many years had 
returned to Venezuela after the death of President Gómez in December, 
1935. They relied upon labor organizations and peasant unions to organize 
political support. According to a study by John Powell, between 1936 
and 1945, 77 peasant syndicates with 6279 members were formed against 
many odds. Between 1945 and 1948, during the presidency of Romulo 
Betancourt, the formation and legalization of the peasant unions was 
simplified, so that 515 syndicates with 43,302 members were organized. 
The unions were brought together in the Federación Campesina (FCV) 
with Ramón Quijada as its first president: 
Quijada, a tough man among tough men, had worked his way up as a 
campesino organizer from Sucre state during the period from 1936 to 
1945 when union activities were often considered illegal by local govern- 
ments, dangerous by local landlords, politically subversive by many military 
and national guard commandants, and suppressed accordingly.” 
Between 1948 and 1958 under President Pérez Jiménez peasant orga- 
nization was again made extremely difficult. The peasant movement con- 
tinued in a clandestine way, however, and after the fall of Pérez Jiménez 
rose ágain: 
Lands which had been opened to the peasants under the Acción Demo- 
cratica government in 1945-1948, and from which they had been forcibly 
evicted by the forces of the dictatorship, were invaded spontaneously under 
the urging of many militant local compesino leaders.7 


At the First Campesino Congress in 1959 in Caracas, Quijada was 
elected to reconstitute the Federación Campesina again, but an internal 
struggle within Acción Democrática brought about a purge of Quijada 
and his group at the Second Campesino Congress in 1962.72 

The impressive growth of the peasant movement after 1958, Powell 
believes, resulted from the concrete local objectives it pursued.7? The 
peasants saw in the Federación an instrument for rural communities to get 
things done. Among the concerns of the local syndicates were credit 
from the Banco Agricola y Pecuario and requests for land, as well as such 
items as housing, drinking water, educational and medical facilities. 
Apparently well-organized and coordinated invasions of lands’ brought, 

68 John D, Powell, Preliminary Report on the Federación Campesina de Venezucla- 


Origins, Organization, Leadership and Role in the Agrarian Reform Program, The Land 
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69 Ibid., p. 7. 

70 Ibid., p. 8. 

72 Ibid., p. 11, 

72 Ibid., p. 11. 

73 Ibid., p. 15—25. 

T4 Paul S. Taylor, Venezuela: A Case Study of Relationships between Community De- 
velopment and Agrarian Reform, United Nations, New York, 1960, par. 86 and 87. 
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in certain areas, a rapid execution of land reform measures by the Na- 
tional Agrarian Institute (Instituto Agrario Nacional), as stipulated by 
the Agrarian Reform Law promulgated on March 3, 1960. 

An illustration of how reform and community development are inte- 
grated is seen in La Julia-Jubo Dulce, in the state of Aragua, which is con- 
sidered a kind of pilot project.** The success of the settlement was partly 
due to a strong rural organization, built up since 1948. This local peasant 
union accelerated the execution of the land reform law in the community 
and some surrounding places through a well-planned and nonviolent in- 
vasion of the lands to be affected according to the criteria of the law. A 
United Nations evaluation mission noted that CoRDIPLAN (Oficina 
Nacional de Coordinación y Planificación) has successfully created a com- 
mon nucleus of living which, together with the efforts of the Federación, 
are integrating the formerly scattered and isolated peasants into public 
life.76 In some of the states where CORDIPLAN’s community develop- 
ment program has operated successfully, such as Aragua and Carabobo,’” 
the peasant unions have been active longer than in other places.7* The 
Ministry of Labor subsidizes 85 per cent of the Federacién’s budget and 
the National Agrarian Institute covers another 10 per cent.7® According 
to Powell, the Federación has “a political payoff to the parties in the form 
of rural votes and community-campesino payoff in the form of the goods 
and services provided in the government’s agrarian reform program.’®° 

Besides the official support that the Federación enjoyed for many years, 
the relative success of the movement might be explained by the charismatic 
leadership which helped to integrate the many local unions into a national 
organization, along with the fact that the unions were established against 
many odds. Sociologists have noted the greater cohesion that may grow 
within groups, especially labor unions, when they are threatened from the 
outside.®1 


75 Carola Revell y Maritza Izaguirre, “Nuevo Enfoque en Desarrollo de la Comunidad,” 
CORDIPLAN, Caracas, 1965, pp. 48 and 49. See also Desarrollo Comunal como una 
Politica Generadora de Empleo, CORDIPLAN, Caracas, 1964, p. 23-24. 

%6 Report of a Community Development Evaluation Mission to Venezuela, prepared by 
Caroline F. Ware, Rubén Dario Utria, and Antoni Wojcicki, United Nations, TAO/ 
VEN/15, 1963, par, 36. 

TT Logros tangibles e intangibles del Desarrollo de la Comunidad en Venezuela, 1960- 
1964, separata 1, CORDIPLAN, Cuadro No. 12. 

78 John D. Powell, op. cit, p. 2. 
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VI 

ALTHOUGH PEASANT ORGANIZATIONS have existed in many countries, 
their political implications have kept many sociologists and community 
development workers from giving them serious study. These implications 
cannot be avoided, however, since a greater participation of rural com- 
munities in the life of the nation is the objective of community develop- 
ment. Certain changes in the power structure have to be brought about 
where this structure is still rigid. As Gillin notes: 
Extremes of class and relative lack of education for the great mass of the 

eople have often prevented anything approaching democratic participa- 
tion by the bulk of the population; the majority of the people did not 
know how to take part in political affairs and the upper class would not 
permit them to do so, anyway.®? 

To be nurtured and to grow the peasant groups must receive political 
support of a nonpartisan character “strong enough to inspire people with 
new hope, to overcome the inertia and fragmentation of traditional bureauc- 
racies, and to transform the attitudes and working habits of public person- 
nel.” However, it will be seen that in practice all kinds of political forces 
enter the scene. The Secretary General of the United Nations noted in 
this respect: 


It has been argued that although in Latin America land reform is not 
normally introduced as an integral part of comprehensive social and politi- 
cal change, it is, nevertheless, an explosive force, unpredictable and revolu- 
tionary, to the extent that a certain amount of violence, unrest and disorder 
is unavoidable and even necessary, for successful reform measures, the 
initiation of which is likely to create further disturbing or unsettling ele- 
ments. Not only is there a reciprocally influential relationship between 
land reform and other forms of economic change, especially industrializa- 
tion, but land reform has also become a subject of vast and often unrealiz- 
able promises by many political parties who, by espousing its cause—at 
least verbally—-may make some powerful enemies, but will make numerous 
friends. This political potential of land reform measures appears to have 
been recognized, moreover, by those external interests which urge on many 
developing countries the introduction of land reform, whether as an 
integral part of major institutional change or as a means of avoiding such 
radical change.® 


It is well-known that large landowners at times have expressed opposi- 
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tion to consistent community development programs or even education 
of rural workers.85 Certain limited community improvement projects may 
be realized. However, “as long as haciendas retain their traditional domi- 
nance over minifundio settlements within rural localities, the proportion of 
‘community’ self-help in the latter can have only limited and precarious 
achievements. Such a program may even serve as a device to excuse evasion 
of the central issue of land tenure,’’®* as the United Nations noted. 

Political implications of effective rural organization and popular par- 
ticipation have been studied in several I.L.O. country reports, such as 
those on El Salvador.87 They have also been the subject of representations 
to the Inter-American Conference of Ministers of Labor in Bogota in 
May, 1963. Union spokesmen disclosed to the ministers that none of the 
important Latin American countries (Brazil, Bolivia, Colombia, Chile, 
Mexico, Peru and Venezuela) were making serious efforts to fulfill one 
of the conditions of the Alliance for Progress, namely to have free labor 
union representatives participate in national planning. In some countries 
they even met with a deliberate effort to exclude such representatives.®® 

It was probably for the above reason that some paragraphs of the 
Declaration of Cundinamarca and recommendations of this Inter-American 
Conference of Ministers of Labor explicitly requested that Latin American 
governments recognize the right of agricultural workers to organize labor 
unions freely,®® and also stimulate the active participation of organized 
workers in national development planning on all levels. 

In commenting on the problem of gaining effective power, Charles 
Anderson noted: 
Latin American governments are quite responsive to those privileged in- 
terests that can formulate “appropriate demands for state action and 
bring them to the attention of policy-makers in a compelling way. Rather, 
the problem is that few mechanisms exist to “link” large sectors of the 
population to the decision-making process, to make their interests known 


to policy-makers and to reinforce these interests with real political power 
that can affect the conditions of political survival. Another way of putting 


85 See e.g., Charles P. Loomis, of. cik., p. 98; also, Beldon H. Paulson, Local Political 
Patterns in Northeast Brazil: A Community Case Study, Land Tenure Center, University 
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this is that public decisions in Latin America are often taken under circum- 
stances of acute ignorance as to what is actually going on in society. 


To overcome this problem and in order to promote a “gradualist’”’ de- 
velopment strategy, Anderson proposed that “political activism” be an 
essential part of the development policy. This includes community de- 
velopment?! and, if needed, even certain forms of civil disobedience: 


.. . for a peasant movement, constantly seeking representational access to 
decision-makers, and have exhausted procedural remedies, to occupy un- 
used lands, held in private property only for purposes of speculation, may 
be a most suitable political tactic. This is particularly true where a strong 
legal presumption in favor of the “social function” of property exists. . . °? 


The need for and effectiveness of the various approaches in this field 
will be different from one country to another, although there are some 
basic considerations, as expressed at the 1966 World Land Reform Con- 
ference: 


It was observed that, in some countries, legal obstacles and sometimes 
violent oppression against peasant organizations had impeded any move- 
ment of this nature. In some countries, the peasants rely on such dra- 
matic actions as hunger marches or peaceful invasions of expropiable land. 
Obstacles impeding the formation and activities of peasant organizations 
“need to be removed, and complete liberty for independent peasant organi- 
zations to unite in their best interests needs to be guaranteed.®? 


Vil 
BECAUSE OF THE OBSTACLES to their effective participation in politics, 
the peasants have expressed their demands in ways that have generally 
been of a spontaneous and at times more or less violent nature. Though 
frequently nonviolent methods of action were also successful. It is not an 
exaggeration to say that in most areas where effective land reform has 
taken place, it has taken place due to direct action methods applied by 
organized peasant groups after the legal approach had proved hopeless. 
Spectacular examples are the activities of the peasant unions during 1952- 
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53 in Bolivia, particularly in the Cochabamba area.°* Widely publicized 
also was the action of the peasant federation in the late 50’s and early 
60’s in the Valle de La Convención in the Cuzco area in Peru. This 
movement, strongly opposed by intransigent landowners, became in- 
creasingly radical under the leadership of Hugo Blanco in a later stage. 
In addition to armed force, a special land reform decree for the area was 
promulgated in order to calm down the movement. But in spite of this, 
in 1963 about 300,000 indigenous peasants occupied Jands in different 
areas of the Peruvian highlands, lands which they claimed had been theirs 
for years.% 

Around 1958 similar movements took place in the northwestern states 
of Mexico, organized by the independent leftist peasant organization 
headed by Jacinto Lopez. According to some scholars, this movement 
made such an impact that the government stepped up its land distribution 
program in the country as a whole.®? In the northwest of Mexico some 
vast foreign estates, such as the Cananea Cattle Company, left untouched 
in circumvention of the Mexican Constitution, were expropriated and 
transformed into collective cattle ejidos. 

These different cases have at least one factor in common. The move- 
ments took place in areas which, and among peasants who were com- 
paratively “modernized.” The Cochabamba region in Bolivia is among 
the most prosperous of the country, thanks to a highly commercialized 
agriculture. In the Valle de La Convención in Pern the local peasants 
had made some progress through the cultivation of coffee. But in both 
instances the traditional rural elite tried to maintain its economic, social, 
and political position of power through an intransigent attitude toward 
the peasantry. In the northwest of Mexico the situation was somewhat 
different. The modernization process was more spectacular. Large areas 
of land, brought under irrigation as part of vast development projects, 
had been distributed to commercial farmers for the production of cash 
crops. In earlier years land reform legislation had been changed to provide 
that landholdings of less than 300 hectares of irrigated cash crop land 
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(741 acres) could not be expropriated. Circumventing the law, many 
new proprietors were able to retain tracts of several times this amount. 
The boom in commercial farming resulted in considerable “conspicuous 
consumption” by the growing middle classes in the towns of the area. 
This contrasted strongly with the low levels of living of the peasantry, 
which had hoped to obtain land through the reform program but which 
had seen this hope fade, even though their claims were legally recognized. 
This area, considered by Charles Erasmus to be an example of development 
of a kind desired by U.S. policy—through the rise of a middle class 
mobilized by the emulative force of “conspicuous consumption” ?8—ex- 
perienced, probably because of the new contrasts created through such 
policy, considerable popular upheaval since the late 50’s, of which the 
invasions mentioned above formed a part. 

The relative success of the agrarian reform and community development 
efforts in areas where peasant participation in strong movements preceded 
the reform measures, such as in the cases of the collective cattle ejidos 
established in Cananea®® and the coffee producers cooperatives founded 
with the peasants in La Convención, indicates that nontraditional forms of 
conflict solution and political participation may be a worthwhile field for 
study and experimentation.1 
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88 Charles J. Erasmus, Man fakes Control (Minneapolis: University of Minnesota 
Press, 1961}. It is surprising that Erasmus, who was present in the area when the mass 
invasions took place on various occasions, only mentions these facts in two minor para- 
graphs (p. 220 and p. 263), in a book which deals with the implications of rural 
development. 

89 Concerning the success of the Cananea collective ejidos, see Salomon Eckstein, op. 
cit., p. 165-168. 

100 See on this subject Lewis A. Coser, Continuities in the Sindy of Social Conflict 
(New York: Free Press, 1967). 


Half the World’s Adults Still Illiterate 


ONCE A YEAR the United Nations Educational, Scientific and Cultural 

tganization observes International Literacy Day. It does so to remind 
the world that 750 million people—more than half the world’s adult popu- 
lation—still can neither read nor write. [From the U.S. Department of 
State. ] 


Jewish Agricultural Colonization 
in Entre Rios, Argentina, HI* 


Economic Problems of Townsmen 
Resetiled on the Land 


By MORTON D. WINSBERG 


I 
Economic Problems 

THE JEWISH COLONIES of Entre Rios have been beset by economic problems 
since their establishment. Many colonists have placed the burden of re- 
sponsibility for these problems on the policies of the Jewish Colonization 
Association (JCA), and in some cases they have been justified. The JCA 
has made serious mistakes in its management, and some of its colony 
administrators have not shown good judgment in their relationship with the 
colonists. However, most of the bitterness among residents and ex-resi- 
dents toward the association seems unjustified. The colonists themselves 
must assume much of the responsibility for the economic problems. More- 
over, factors beyond the control of either the association or the colonists 
have imposed serious obstacles to the coherent economic development of 
the colonies. These obstacles include natural disasters such as drought, 
frost, and hail, as well as the continual economic fluctuations in Argentina 
and the entire world during the twentieth century. 

Most of the colonists were never’ enthusiastic about farming. They 
would have preferred that the association had made them a simple cash loan 
at low interest to permit them to establish themselves in commerce or indus- 
try in an Argentine city. However, since the association would not do 
this, they accepted its offer of land, grateful for the opportunity to reestab- 
lish themselves in the Western Hemisphere. 

Though the association made a great effort to help neophyte colonists in 
their first years of farming, the strenuous work and the frequently discourag- 
ing returns caused much disillusionment. In 1895 discontent reached the 
riot stage in both Clara and Lucienville, prompting Baron de Hirsch to 
issue a series of communications to his representatives in Argentina order- 
ing the expulsion from his colonies of any colonists who were believed to 
be malingering.1? 

* Cf. “Jewish Agricultural Colonization in Entre Rios, Argentina, I,” American 
Journal of Economics and Sociology, Vol. 27, No. 3 (July, 1968); “. ..’, TI,” ibid., Vol. 


27, No. 4 (October, 1968). 
12 Sanson Drucaroff, ed., Pionevos (Buenos Aires: by the editor, 1955), p. 17. 
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Actually, the JCA had one of the most enlightened colonization policies 
of any land company in Argentina, a system which often has been held up 
as a model for others. Upon selection by the association each colonist was 
sold a cleared and fenced lot with a house and outbuildings, plus a basic in- 
ventory of livestock and agricultural equipment. Furthermore, if the 
colonist did not have sufficient money to maintain himself and his family 
until he was economically established, he could obtain a loan from the 
association. Payment for the land, buildings, inventory and loan could be 
extended many years at very low interest.% | 

The association was cautious about issuing land titles to the colonists. 
It had reason. As a charitable organization it was selling its land to the 
colonists at prices far below those charged by land companies. Because 
Argentine land prices were steadily increasing through the early part of the 
twentieth century, many colonists watched the value of their own property 
rise to several times the price at which they had contracted to buy it. The 
association recognized that if title were given to the property before sufi- 
cient time had elapsed to permit the colonists to adjust to rural life, many 
would be induced by the increased value of their land to sell it, take the 
money and move to the city to establish themselves in more lucrative 
and less arduous occupations. + 

Although the arrangement varied from year to year, and in different 
colonies, the association usually would only issue to each newly installed 
colonist a “promise of sale.” If, after a probationary period of eight years 
or longer, the colonist had completed the other contractual agreements to the 
satisfaction of the association officials, he would be issued a land title and a 
nine-year mortgage at approximately 4 per cent interest. Yet, even with 
these provisions for eliminating those who did not appear to be good farm- 
ing risks, many colonists either sold or rented their land shortly after receiv- 
ing title. From Table 1 it can be seen that by 1960 almost 60 per cent of 
the land the association had issued title to in Entre Rios—by that date, 
virtually all it had originally acquired——had either been sold or rented. 

During the period the association was colonizing land in Entre Rios, 
which had almost ceased in the three older colonies by 1930 and in the 


18 Jewish Colonization Association, Su Obra en la Republica Argentina, 1891-1941 
(Buenos Aires: by the author, 1941); pp. 21-24. 

343n the JCA colony of Mauricio, situated in the fertile center of the province of 
Buenos Aires, the colonists won a suit against the association over land titles. Once the 
colonists had gained title a mass exodus followed, the population declining from over 3,000 
in 1919 to barely 300 in 1930. Today only a handful of Jews remain, and over 80 per 
cent of the land the colonists received title to has been purchased by Christians. 
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Table 1 


LAND ABANDONMENT IN THE ENTRE RIOS COLONIES BY 1960 
Percentage of Land Sold or Rented to Jews and Christians 


Year Colony Sold or 

Was Soldto  Soldto Rented Rentedto Rented 

Colony Established Jews Christians toJews Christians to both 
Avigdor 1936 24 li 7 4 46 
Clara 1892 37 12 9 3 61 
Cohen-Oungre 1925 13 9 12 6 40 
Lucienville 1894 24 36 3 3 66 
Santa Isabel 1908 16 26 $ 6 $3 
Total 28 19 7 4 58 


two newer by 1945, farms of from 135 to 370 acres were normally sold. 
The association believed that farms in this size range would be sufficiently 
large eventually to provide their owners with a standard of living com- 
parable to that of a middle-class Argentine urban resident. Though these 
farms were large by European standards, or even by American if one con- 
siders a comparable physical environment in the United States (southern 
Georgia), economic conditions in Argentina have been such that many 
people came to believe they could do better financially by moving to the 
city than remaining on farms even as large as 370 acres. Most who have 
left the colonies have sold or rented to those Jews who remain behind. 
This has permitted some Jewish farms to increase in size to the point 
where they are able to provide their owners with a standard of living com- 
parable to the levels to which the association had hoped their colonists 
would achieve. With the exception of Avigdor, in 1958 approximately 
10 per cent of the farms in the Entre Rios colonies had grown to over 500 
acres. In Avigdor, and to a smaller degree in Cohen-Oungre, a special 
situation arose. Many German Jews who had been settled within both 
these colonies received indemnification from the West German govern- 
ment for losses incurred during the Nazi period. Some took the money 
and moved to the cities, while others used the money to purchase the land 
being abandoned. Farms of over 500 acres were 24 per cent of the total 
by 1958 in Avigdor and 16 per cent in Cohen-Oungre. 
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AT THE TIME the Jewish Colonization Association began installing colonists 
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in the Entre Rios colonies it had an excellent opportunity to encourage new 
crops and modern agricultural techniques. Instead, because of lack of 
strong leadership in this phase of the association’s work, the colonists 
adopted the crops and the primitive agricultural techniques of the farmers 
already living in the region. Later, years after the first colony had been 
established, the association brought several Jewish agricultural technicians 
from Europe to advise the colonists. However, these technicians were 
acquainted with the more intensive and specialized West European agri- 
culture and contributed little to the economic advancement of the colonies. 

The American geographer, Mark Jefferson, visiting Lucienvillle in 1918, 
wrote of the Jewish farmers, “Their fields are weedy in the extreme, they 
plow too shallow, cultivate little, limit themselves to wheat and flax, and 
pay no attention to selecting their seed.” 15 He further observed that by 
concentrating on just two crops, the farmers had their land idle most of the 
year. This period of idleness, “they spend not in drunkenness, like so 
many colonists of other nationalities, but in disputation and their ‘vice’ of 
trade.” 16 The reference to “disputation” apparently is an allusion to the 
constant litigation between the colonists and the association over land titles. 
Another interesting observation made by Jefferson concerned the homes of 
the colonists. Contrary to what he had been warned to expect, these homes 
were not “indescribably dirty,” but were among the cleanest and best fur- 
nished he had seen in rural Argentina. 

Agriculture in the province of Entre Rios never has been as profitable 
as in Buenos Aires, or even as in large sections of Santa Fe and Cordoba. 
Land would not have been so readily available and attractively priced for 
colonization had the original owners believed it could offer them great 
financial return. The physical environment made it difficult to obtain large 
yields of high-quality wheat, while the inferior grasses restricted cattle 
production. In addition, the physical isolation of the province from Ar- 
gentina’s major domestic markets has had an adverse effect on its economy. 
As late as 1966 no bridge or tunnel spanned the Parana River, though a 
tunnel was under construction which will eventually link the cities of 
Parana and Santa Fe. 

Despite the numerous attempts by colonization programs to establish in- 
tensively cultivated, owner-operated farms in Entre Rios, in comparison with 
the other important agricultural provinces in Argentina, agriculture in that 


15 Mark Jefferson, Peopling the Argentine Pampa (New York: American Geographical 
Society, 1926), p. 156. 
16 Ibid. 
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province has been in a state of decline throughout the twentieth century. 
In the latter part of the nineteenth century the province was a major surplus 
producer of wheat, while in recent years it has often had to purchase wheat 
from other provinces to supply local demand. In 1888 its cattle popula- 
tion was 19 per cent of that of the entire nation; in 1960 that figure had 
fallen to 8 per cent. No other province with a large rural population 
has experienced such a great rural-urban migration. 

In addition, the Jewish Colonization Association began its settlement 
program at the close of the period in Argentina when small, owner- 
operated farms had an advantage as wheat producers. From the begin- 
ning of the twentieth century—with a drop in the world prices of wheat 
in relation to the cost of harvest labor in Argentina—only large-scale pro- 
ducers with the most efficient operations could make profits.17 Wheat pro- 
duction began to decline in Entre Rios and rise in newer agricultural areas, 
particularly southwestern Buenos Aires and in Cordoba. 

The small-scale Jewish farmers soon found themselves in an economic 
predicament. The size of their farms was insufficient to permit them to 
mechanize, but they could not increase their income without mechaniza- 
tion. Nor was there a stable labor supply they could depend on. Jewish 
labor either abandoned the colonies rapidly or sought employment in an 
urban center. Christians became the major source of labor, but in time 
even this supply shrank since so many migrated to Argentine cities. Even 
today few colony farms are well mechanized. Some Jandowners who are 
engaged in full or part-time work in town have invested earnings derived 
from their urban employment in their farms. Many German Jews have 
used their West German reparations to buy equipment. For a time several 
farmers combined their money and bought equipment together. However, 
this usually proved unsatisfactory, since both needed the equipment at the 
same time. Despite the difficulty of purchasing equipment, there has been 
a fourfold increase in tractors within the colonies between 1950 and 1960. 
Large and expensive equipment such as wheat combines are still a rarity 
in the colonies, most of the colonists depending on contract-harvesting. 

Despite all the limitations, field crop production, particularly wheat, has 
been the main source of income in most of the colonies since the earliest 
days. Wheat and beef have been Argentina’s two major sources of foreign 
exchange throughout the twentieth century. In some years international 
demand has favored wheat, while in others it has heen more profitable to 


17 Scobie, op. cit, p. 48. 


Table 2 
PERCENTAGE OF INCOME FROM VARIOUS SOURCES FOR THE JCA COLONIES 
(five-year averages, 1936-1960) 


Field Crops Cattle Dairy Pou! 

Colony 1936 °41 °46 °S1 °S56 1936 °41 ’46 *51 °S6 1936 °41 °46 °S1 756 1936 "41 ™ 
1940 °45 °50 *S5 760 1940 °45 °50 °SS °60 1940 °45 750 "53 °60 1940 %45 °! 

Avigdor 28 16 30 42 39 18 30 39 28 40 23 9 15 7 2 28 43 ] 
Clara $$ 31 $5 44 61 6 24 21 40 23 9 17 10 6 il 29 20 ] 
Coben-Onunpre 48 19 38 §9 45 12 27 30 25 46 15 l1 7 3 2 23 4l: 
Lucienville S$ 17 60 47 68 9 23 18 35 20 13 23 11 11 7 20 29 ] 
Santa Isabel $5 11 32 32 43 10 34 26 42 34 i2 28 26 13 19 19 24 ] 


Total 55 23 51 45 36 8 27 22 37 28 11 19 12 8 8 25 25 1 
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raise cattle. The small-scale Jewish colonists have lacked the flexibility of 
the large-scale ranchers and have been unable to alternate between cattle 
and wheat, depending on which is more profitable. Their farms, until 
recently, have normally been of insufficient size to permit the pasturing of 
enough cattle to provide them a suitable income. As a result, despite the 
advantage of raising cattle instead of wheat during World War II and 
much of the postwar period, and despite the fact that the physical environ- 
ment of the colonies is better suited to cattle grazing than crop production, 
Jewish farmers have been forced to depend heavily on wheat. This de- 
pendency greatly affected farm income in the period 1941 to 1945 (Table 
2) when Argentina experienced great difficulties marketing wheat overseas, 
yet the colonists could not turn to large-scale cattle production. 

The only crop which rivals wheat in importance among the Entre Rios 
Jewish farmers is flax. However, in most years it does not challenge the 
primacy of wheat as a source of income. The province usually occupies 
first place in the nation’s flax production, though on occasion it yields this 
position to Buenos Aires. The flax that is grown is used to make linseed 
oil, there being no interest in using its fiber for linen. Before World War 
IT Argentina was the greatest exporter of flax seed in the world. The peak 
year for Argentine acreage was 1936. Since that year—as a result of the 
United States, its principal customer, converting from a net importer 
of flax seed to a net exporter of linseed oil—acreage has always been less. 
During World War II Argentina built plants to process its own flax seed 
into linseed oil, only to find that in the postwar period its normal customers, 
anxious to protect their own processors, would not purchase the oil. Prices 
for Argentine linseed oil remained so depressed in the early postwar period 
that by 1951 the acreage of flax was only 17 per cent of that in 1936. 
Since 1951 the nation has found new customers for its linseed oil, and flax 
acreage has slowly expanded. 

The Jewish farmers in Entre Rios, especially those in Clara and Lucien- 
ville, have always planted flax. In the first years it was a relatively un- 
important crop compared to wheat, but since 1930 there have been years 
when total acreage in flax exceeded that of wheat. This should not imply 
that profits from flax often exceed those from wheat. Per acre profits from 
flax are far less than for wheat, and only in years when the wheat 
crop fails or prices are especially adverse does flax become the most im- 
portant source of income, Preduction cf flew in the colonies reflects na- 
tional trends, and after 1936 there was a gtadual reduction in acreage. 
However, since 1951 acreage has been expanding once again. In 1962 a 
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linseed oil processing plant was opened just outside the colony of Clara, in 
the town of Dominguez. Financed with a $250,000 loan shared by the 
local Jewish agricultural cooperative and the provincial government, the 
facility has stimulated flax production, not only among Jewish farmers of 
Clara, but among non-Jewish farmers throughout the surrounding region. 

Few other crops have reached commercial importance in the colonies. 
Corn is planted in small quantities in all of them, but seldom is sold. Corn 
production in Entre Rios is not favored by the physical environment. 
Furthermore, its production requires either large amounts of labor or ma- 
chinery, neither of which is readily available in the colonies. Oats are also 
planted, but are used mainly for winter pasture and seldom are har- 
vested. Sudan grass and other forage sorghums are frequently raised for 
supplemental livestock feed, particularly in the two Western colonies. For 
many years a small amount of rice has been planted in the poorly drained 
portions of Santa Isabel and Clara. The basin of the Uruguay River, in 
which Santa Isabel and the eastern part of Clara are situated, has long been 
the center of Argentine rice production. However, rice contributes little 
to either the total farm income of Santa Isabel or the entire province. 


iit 
New Products 

THE JEWISH FARMERS have contributed few new ideas to Argentine agri- 
culture. However, one that they introduced has had a great impact on the 
national economy. In the first years of the settlement of Clara, Jews from 
Russia introduced the cultivation of the sunflower.1® This plant, whose 
seed is rich in oil, proved difficult to grow in the Entre Rios colonies, and 
today only Avigdor and Cohen-Oungre maintain small acreages. Produc- 
tion has spread to Cordoba and Buenos Aires, and in recent years Argentina 
has been second only to the Soviet Union in sunflower production. Today 
Argentine sunflower-seed oil supplies 80 per cent of all the domestic 
edible vegetable oil. 

Cattle production has played an important role in the economy of Entre 
Rios since the colonial period. However, with the commercialization of the 
cattle industry for the export market at the end of the nineteenth century, 
its relative importance began to decline. Purebred cattle were introduced 
into Entre Rios shortly after they were established in Buenos Aires. British 
companies such as Bovril Ltd. and the Liebig Extract of Meat Co. bought 


18 José Liebermann, Aporte Judía al Agro Argentine (Buenos Aires: Publicación del 
Instituto Judio Argentino de Cultura e Información, 1964), p. 7. 
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enormous acreages to raise cattle, which were slaughtered and shipped to 
Britain as chilled or frozen beef. Yet, despite the active interest in modern 
cattle production, even the large corporations found it difficult to develop 
profitable operations in the province. The grasses chiefly belong to what 
the Argentines refer to as pastos duros or pastos fuertes, hard and strong 
grasses. ‘The hard grasses are almost totally deficient in nutritive value 
and are highly silicious, while the strong grasses are only slightly better for 
cattle forage. In the summer most Entre Rios range land will support one 
head of cattle for every three acres, but in the winter it takes as much as 
six acres unless supplemental feeding is practiced. Cattlemen have found 
it difficult to establish improved pastures, since alfalfa grows so poorly in 
the compact soils with their impermeable lower horizons. In addition to 
deficient pastures, cattlemen have had to face the problem of the cattle 
tick. This insect transmits a fever which may be fatal to livestock, or at 
least it may so debilitate them that the animals lose much of their commer- 
cial value. At the turn of the century all the cattle in the province were 
infested with the tick, but through a rigorous campaign of dipping live- 
stock, the lower half of the province is now tick-free. 

Cattle production played a small role in the economy of the Jewish 
colonies during the early days of colonization. Most farms were of in- 
sufficient size to permit an adequate profit from cattle. Gradually, as 
colonists abandoned their farms and some of those who remained acquired 
more land, cattle production became more important as a source of income. 
All the colonies more than doubled their cattle populations from 1950 to 
1960. As a source of income, cattle production has become vital to the 
economies of Cohen-Oungre and Avigdor, where it now exceeds all other 
types of agricultural production. It is least important in Clara and 
Lucienville, which remain to this day heavily committed to the production 
of field crops such as wheat and flax. 

Neither sheep nor hogs are found in appreciable numbers in any of the 
Entre Rios colonies. Within Entre Rios sheep raising has been concen- 
trated in the poorest grazing areas, especially in the north, near the pro- 
vincial border. Though Orthodox Jewish law proscribes the eating of 
pork, religious influence has waned to such a degree within the colonies 
that if there were profit in hog production it would be attempted. How- 
ever, hogs are seldom raised anywhere within Entre Rios, primarily be- 
cause of the difficulty of raising corn, 

The association was attracted by the possibility of developing a layer- 
chicken industry in the two western Entre Rios colonies because of the 
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success of the industry in the nearby town of Crespo. Despite the absence 
of any locational advantage and due to the initiative of one individual, the 
Crespo Jayer-chicken industry grew to national importance after its estab- 
lishment in 1924. In their first years both Avigdor and Cohen-Oungre 
concentrated heavily on egg production. During World War II, when 
wheat and flax prices were depressed and the farms of the colonists were 
not big enough to raise large numbers of cattle, egg production reached 43 
per cent of farm income in Avigdor and 41 per cent in Cohen-Oungre. 
However, since the war there has been a steady decline in poultry produc- 
tion in both colonies. Only in Avigdor and Santa Isabel does poultry 
constitute over 10 per cent of the total farm income. Avigdor still markets 
eggs in the city of Paraná, and Santa Isabel sells eggs in Concordia. 

Dairying never has occupied an important role, either in the economy of 
the colonies or elsewhere in Entre Rios. The association established 
creameries in Clara and Lucienville shortly after their establishment, but the 
province is effectively isolated by rivers from the milkshed of the city of 
Buenos Aires, and the few urban centers of the province create only a 
limited demand. Consequently most were quickly abandoned. Only dur- 
ing the war years, when farm incomes were depressed in the colonies, did 
dairying become of even moderate importance. Santa Isabel has empha- 
sized this type of production more than any other colony, partially because 
of the proximity of the city of Concordia and also because of the poor 
physical conditions for field crops within most of its acreage. 

No figures are available which would permit a comparison of the in- 
come of the average Jewish farmer in Entre Rios with his Christian 
counterpart. In his visits to the colonies the author noted little difference 
in standard of living between the two. The inventory of Jewish and 
Christian farms of comparable size is approximately the same, as are the 
buildings. ‘The average Jewish farmer is in greater contact with Argentine 
utban life than the Christian, because he has many relatives in the cities 
whom he often visits. As a result of this, and the recent European heri- 
tage of the rural Jews, the furnishings of their homes show greater sophisti- 
cation than those of nearby Christians. One may expect to see a shelf of 
books in most of their homes, a rarity in the average Argentine farmhouse. 

The colonists in the eastern colonies were settled much earlier than those 
in Avigdor and Cohen-Oungre. On that account the latter have had 
much lower average farm incomes until recently. Today the situation 
has been reversed, especially in Avigdor, which in the period 1956-60 
had the highest average farm income per colonist of any of the five 
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colonies. This reversal has been brought about by the introduction of capi- 
tal in the form of West German reparations to the German Jews, permit- 
ting many farmers to invest heavily in land and equipment. Today agri- 
cultural production in Avigdor is the most efficient of all the JCA colonies 
within the province. Santa Isabel, with its poor physical environment, has 
the lowest average farm income. 

The Jewish colonies in Argentina have made their greatest contribution 
to the rural economy through their leadership in agricultural cooperatives. 
Though they were not the first to establish farm cooperatives (in 1898 a 
cooperative was formed in the province of Buenos Aires for the sole 
purpose of providing hail insurance), La Agricola Israelita (Jewish Agri- 
culture), founded in 1900 in Lucienville, was the first multi-function farm 
cooperative of the nation. This cooperative, which later was renamed 
Sociedad Agricola de Lucienville (Agricultural Society of Lucienville), 
offered a great variety of services to its members, including the marketing 
of farm produce, operation of a general store, issuance of loans and in- 
surance, and the dissemination of agricultural information. Lucienville’s 
cooperative became the model not only for the cooperatives which were 
later established in all the other Jewish colonies but for the entire Argen- 
tine cooperative movement. Most of the Jewish farm cooperatives in Ar- 
gentina have joined together to form the Fraternidad Agraria (Agrarian 
Fraternity), one of the great federated cooperative societies of the nation, 
and a powerful spokesman for its members. With the reduction in the 
Jewish farming population within the colonies and the increase of the 
Christian, today all the colony cooperatives have many non-Jewish members, 
as well as officers.? 


IV 
Conclusion 
THE FIVE ENTRE RIOS COLONIES of the Jewish Colonization Association 
have not succeeded in bringing the dreams of Baron de Hirsch to a reality. 
He envisioned that the colonists settled in Entre Rios, along with those 
established elsewhere in Argentina and in other nations in the Western 
Hemisphere, would form nuclei for a much larger Jewish middle-class 
farming population that would spread out beyond the borders of the 
colonies. Instead the proportion of farmers in the Jewish populations of 
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18 Isaac Podlubne, Movimiento y Desarrollo del Cooperativismo Mundial (Buenos Aires: 
by the author, 1962), p. 8, 
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European countries at the beginning of this century. 

The economy of the Entre Rios colonies has never really flourished. 
After the initial period of economic adjustment, the lack of experience of 
the colonists could not be blamed for their situation, nor have the majority 
of the colonists ever been wanting in initiative. The Jewish colonies are 
no poorer or richer than, among others, the Russian German (Vol&s- 
deutsche) colonies which have existed in the western part of the province 
for a much longer time. 

The ‘cause of the economic failure of the colonies is, primarily, the small 
size of the average farm and its inability to yield its owner an income com- 
parable to that earned by most urban Argentine Jews. In twentieth-cen- 
tury Argentina it has become increasingly apparent that only large farms 
can produce agricultural commodities with a degree of efficiency that permits 
their export at competitive prices and still allows their owners at least a 
middle-class standard of living. Yet the association has hoped its 
colonists could achieve a middle-class income on farms of 375 acres or less. 

It has been only recently, as a result of the abandonment of land by 
some and the purchase of that property by those who remain, that some 
farms have reached sufficient size to provide their owners suitable rewards 
for continuing to farm, But it appears certain, with the continual ex- 
pansion of the average farm size in the colonies owing to this abandonment 
and purchase, that many more farms will become highly profitable opera- 
tions for their owners. Unfortunately for the preservation of Jewish cul- 
tural institutions, by the time the colonists who remain have farms of profit- 
able size, so few Jews will be left in any of the colonies that it will be im- 
possible for most of these institutions to survive. Assimilation with the 
Christians then will become inevitable. Thus Baron de Hirsch’s economic 
goals will be realized, but at the sacrifice of their Jewish identity. 

However, in any final summing-up of the association’s program—a 
program which had all but ended with the closing of the association’s 
Argentine headquarters in 1968—there are some things in which the JCA 
can take great pride. ‘The association greatly facilitated the movement of 
Jews out of East Europe by inducing people to go to Argentina in search 
of the land that was being made available. It matters little today that few 
succeeded in obtaining any land. Every Jew who left East Europe at the 
end of the last century or at the beginning of the present unwittingly saved 
himself, his family, and descendants from virtually certain death in Nazi 
concentration camps. Argentina has benefited from the movement of 
Jews to the nation, not only by the introduction of the sunflower seed and 
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by the agricultural cooperatives, but also because today the descendants of 
many of those impoverished Jewish immigrants fleeing East Europe are in- 
fluential members of the nation’s professional and business communities. 
It can, of course, always be argued that the fortune invested in the pro- 
gram could have been more wisely spent on more realistic projects, but it 
would be unfair to assert that the undertaking has been a failure simply be- 
cause the colonies have never achieved economic success. 


Florida State University, 
Tallabassee, Florida 


Cooperation in Energy Research 


Essr AND West have been meeting informally together in a spirit of 
Cooperation on a new scientific development which is essentially apolitical 
and nondefense oriented. 

On April 8-10, 1968, the Bureau of Mines and Office of Naval Re- 
search sponsored at the Department of State the fourth meeting of the 
European Nuclear Energy Association-International Atomic Energy Agency 
Magnetohydrodynamics (MHD) Liaison Group. The group includes 
the U.S.S.R., Poland, Czechoslovakia, Italy, Sweden, France, Australia, 
Austria, Great Britain, the Federal Republic of Germany, the Netherlands, 
Switzerland, Belgium, Japan, and the United States. 

MHD is a new method for generating electrical energy. Instead of 
passing an electrically conducting wire through a magnetic field (the*tradi- 
tional method), conductive gases or hot fluids at very high temperatures 
(on the order of thousands of degrees) are passed through a magnetic 
field, thus generating electrical current. 

The United States has received much helpful information in the Liaison 
Group meetings, particularly from the Russians and Poles, who are co- 
operative in sharing their knowledge. The MHD Secretariat in Vienna is 
headed by a representative of the U.S.S.R., and the major research in 
the area is probably being done by Russia. In the United States most 
MHD research is conducted by private industry and universities, with 
significant sovernment sponsorship 

A major symposium on MHD research was held on July 24-30, 1968, 
in Warsaw, Poland. [From the U.S. Department of State.] 
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Upsurge in Cultural Exchanges 


INTERNATIONAL EXCHANGE is by no means solely a government activity. 
It encompasses efforts by private American organizations, schools, universi- 
ties, and local communities, and has become the lively concern of private 
citizens. For them, exchange is a touchstone to the world. 

In fiscal 1967, the following significant developments took place: 

Exchange of 7,378 new grantees on State Department awards between 
the United States and 135 countries and territories of the world. Roughly 
30 per cent of the grantees were from the United States and 70 per cent 
from abroad. 

Initiation, on a pilot basis, of a “volunteers to America” program, a kind 
of “reverse peace corps,” bringing a first group of 64 young people from 
12 countries in Africa, Asia, and Latin America to serve in U.S. schools and 
communities. 

Development of a national policy to increase the availability of books 
and to improve libraries abroad, particularly in the developing countries. 

Reopening of exchange with Indonesia after a break of nearly 2 years. 

Experimental introduction of long-range planning of educational ex- 
change with selected countries to bring the American and foreign academic 
communities more fully into the planning of exchange programs. Teams 
of American scholars and educators joined with counterparts in five coun- 
tries: Brazil, Peru, Finland, Yugoslavia, and ‘Thailand. 

A record high total for the teenage exchange program, which brought 
4,000 foreign high school students to the United States to live for a year 
with American families. Four organizations—the American Field Service, 
the International Christian Youth Exchange, the U.S. Catholic Conference, 
and Youth for Understanding—conduct the program. The organizations 
work largely on private funds, plus a relatively small grant-in-aid ($200,- 
000 in 1967 for all four groups) from the State Department. 

In sports, which have become a substantial part of the exchange program, 
32 U.S, athletic coaches, 13 of them basketball coaches, and nine athletic 
teams, seven of which featured basketball, were sent abroad in 1967. 
Swimmers and divers of Olympic renown gave exhibitions in Japan and 
Mexico. Davis Cup Reserve Tennis Team members demonstrated their 
techniques in five African and three Far Eastern countries. The U.S. Stu- 
dent Chess Team was sent to Czechoslovakia to take part in the World 
Student Team Championships. [From the U.S. Department of State.] 
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Funding Land Redistribution 
in Developing Countries 


Maintaining Fiscal Solvency 
in the Face of Heavy Costs 


By EDWARD R. HARRIS, JR. 


A PROPERLY CONCEIVED and well-implemented land reform will serve to 
improve the existing socioeconomic conditions of developing countries. 
However, a land redistribution program is costly. It is necessary for the 
country to understand the actual expenses involved, as they affect the gov- 
ernment’s normal financial burden. 


I 
Financing Land Reform 

Effects on the Government Budget. The net cost for land reform de- 
pends upon the relationship between receipts from and costs of the Jand re- 
form. The mortgage payments from the new landowners and the increased 
taxes collected furnish income to offset the land reform expense. ‘The costs 
of land reform include compensating former landowners and those expen- 
ditures that have to be made in land redistribution, such as surveying and 
subdividing large landholdings. Where holdings are already farmed by 
tenants (or in the case of small family units) these latter expenditures will 
be negligible. Other essential expenses include heavy investments to estab- 
lish farm-to-market access roads and the supplying of certain subsidies for 
the new landowners. ‘The possibility of ever recouping some of these out- 
lays is not great. 

A large part of the costs of land reform will fall on the government bud- 
get as has been shown in Venezuela. There, during the first year that land 
reform was undertaken on a large scale, 1960, the cost of land acquisition 
was about $33 million, with anticipated outlays through 1964 of almost 
$300 million for land distribution. In Italy, during the period 1949-50 
through 1962-63, total commitments were $1.1 billion. Of this, $200 
million was recovered from new landowners. The indcemnitics to the 
expropriated landowners amounted to only $84 million, considerably less 
than 10 per cent of the total. 
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Taxes. The land tax system in most developing countries is a testimonial 
to the protection of vested, antisocial interests. Assessments on agricultural 
Jand are unrealistically low, producing absurdly low taxes. Negligence in 
tax collection is widespread. As a result, agricultural land has an inflated 
value. This inflated value has encouraged a rigid land distribution pattern. 

Instituting new agricultural taxation arrangements is expensive, but an 
effective tax reorganization would furnish the government additional income 
with which it could carry on a more rounded land reform program. And 
there are other tangible benefits such as the encouragement of efficiency in 
Jand use, the elimination of deterrents to agricultural production, and, in 
general, the more equitable treatment of taxpayers. 

A variety of tax instruments has been and can be used to encourage de- 
concentration of ownership and more intensive and more productive use of 
land, or both. The institution of a system that levies progressively higher 
taxes on idle land is one. A surcharge on absentee owners of agricultural 
land is another. This has been used in Latin America and Australia. Several 
Indian states levy tax surcharges on incomes of large landowners. In some 
cases a favored tax treatment is given for land that has just recently been 
transferred. A special tax may be levied on the land according to its value 
as in Japan. A most desirable method, and one that has been used in Taiwan, 
Italy, and Korea, is the imposing of land taxes at a graduated rate, according 
to the estimated potential production or income from the land. This method 
is demanding, however, and requires satisfactory land maps, a system of soil 
classification, and previous experience with taxes on the assessed market 
price of land. Another method is the extension of income taxes into the farm 
sector. 

One reason people in less developed countries do not want to pay taxes to 
the federal government is because they believe they are making a sacrifice 
for which they see no tangible benefit. They have the notion that the na- 
tional government swallows up these taxes, and in certain instances this is 
true. With the institution of a local property tax, one of the few undevel- 
oped sources of revenue, people would see their money put to use.? A com- 
munity would be forced to do some thinking and functioning on its own. 
It would be compelled to have various commissions and boards which would 
assess and collect these taxes and formulate plans for spending the collected 
funds. These developments would be a real step toward local participation 


1 William Sprague Barnes, statement in Hearings Before the Subcommittee on Inter- 
American Economic Relationships of the Joint Economic Committee, Congress of the 
United States, 87th Congress, 2nd Sess, May 10 and 11, 1962 (Washington, D.C.: Gov- 
ernment Printing Office, 1962), p. 36. 
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and the growth of community functioning, both of which are needed to aid 
agrarian reform. A community could also permit the issuance of local im- 
provement bonds which would help the development of long-range plan- 
ning for local facilities.? 

Valuation of Land. Land valuations for compensation purposes have gen- 
erally been derived from one or more of the following: valuations as shown 
in land tax record, recorded land revenue, collected rent, value of produce, 
Jandlord’s net income, Jand market value, and current market price. 

Current market prices (or market value) have occasionally served as the 
basis of valuation. This procedure may have some drawbacks. If there is no 
active land market, current market value may mean little or nothing. Also, 
the anticipation of the government’s becoming a buyer in the market may 
drive land prices upward. 

It is obvious that the purchaser must obtain the land at a fair market price 
and that the market price should relate above all else to the productive ca- 
pacity of the land. For the purchaser to pay a fair price he must be able to 
buy the land on terms that fit his earning capacity, leaving room “. . . to pro- 
vide for land improvement and improved rural living in terms of monetary 
and human values.” 

Where land has been offered for sale to tenants or sharecroppers, the price 
has very often been high in relation to the productivity if the landowner has 
based the value of the land on the exorbitant rent or shares he is receiving 
for the land. In expropriation, the landowner often will have to take a cap- 
ital loss, that is, if he is paid a price that relates to the productivity of the 
Jand. It is especially important that the landowner be offered payment in 
such a way that he eventually stands to break even or profit from the sale of 
his land. One of the purposes of this paper is to describe a way in which 
he can stand to profit eventually. 

A variety of approaches to land valuation has been tried. The following 
experiences in selected countries are interesting. In the Philippines “fair 
market value” for expropriated land has been arrived at, through the courts, 
by comparing the prevailing prices for land in neighboring areas. Con- 
sideration is given to the soil, topography, climate, actual production, acces- 
sibility, and improvements on the land. The government and the land- 


2 “Economic Developments in South America,” Report of the Subcommittee on Inter- 
Attericai Economic Relaliouships of the Joint Econcrzic Committee, Congress of the 
United States, 87th Congress, 2nd Sess, May 10 ana 11, 1962 (Washington, D.C.: Gov- 
ernment Printing Office, 1962), p. 5. 

3 V, Webster Johnson, Joint Program for Financing Land Redistribution and Indus- 
trial Development, August 14, 1962, p. 7. 

4 Ibid, 
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owner negotiate directly for the land that is being acquired by the 
government. 

In Italy land tax valuation records served as a basis for compensation. 
The potential income of the property was calculated from the cadastral sur- 
veys, which were occasionally out of date. The Italian landowners were 
given the right to appeal against low valuations but were, in fact, discour- 
aged from making such appeal because a higher valuation would have re- 
sulted in their having to pay increased back taxes. 

In Colombia the landowner is free to negotiate with the government 
concerning the price for which his land will be sold. In Venezuela the 
landowner has ninety days in which to accept the government’s offer or 
come to some agreement with the government. If, at the end of that time, 
there is no agreement, the court may appoint experts selected by the Jand- 
owner and the government in an attempt to arrive at some agreement. If 
these experts cannot agree, then the court in turn will appoint its own ex- 
perts. The court’s experts are required to take into consideration the 
average production for the past six years, the declared or assessed value of 
the land for tax purposes, and the acquisition price of the land—if it has 
been bought within the past ten years—and, also, the acquisition prices of ` 
similar properties that might have passed hands in the previous five years. 


H 
Payments by the New Owner 

IN MOST CASES of land reform, the new landowner, upon acquiring owner- 
ship of his land, has had to make installment payments for a certain period 
of years. These installment payments have not, as a matter of practice, 
exceeded previous rent payments. However, in some cases, as in communist 
countries, Cuba, for instance, no payment at all has been asked. In other 
rare cases full payment of compensation has been required. The latter is 
true in Spain and in the Philippines. In Spain the new owner not only 
pays the full expropriation cost but also a 5 per cent charge for administra- 
tion, as well as 3 per cent interest on the principal over a period of twenty 
years. In the Philippines the new landowners pay the additional cost of 
surveying, subdivision, and registration, plus 6 per cent interest on the 
money over a period of twenty-five years. 

Taiwan, a number of Indian states, Korea, and the United Arab Republic 
expect to recover at least an amount equivalent to the cost of the land, al- 
though not in a concurrent manner. In Taiwan the new landowners paid 
for the land over a period of ten years. An unusual feature of this pay- 
ment was that it was tied to the value of either sweet potatoes or rice. 
Thus current market prices were taken into consideration. In Korea the 
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land was paid for in five annual installments, the total amount being equal 
to the compensation paid to the landowners. In 1954, at the end of five 
years, only 72 per cent of the payments had been collected. But by 1960 
all but 5 per cent had been paid up—a pretty good record. The United 
Arab Republic plans to collect practically the entire cost of the land reform 
program from the new landowners. They will not only have to pay to 
cover the expropriation price but also 10 per cent for administrative costs 
and interest on the principal and 114 per cent per year over a period of 
forty years. 

In other countries, such as Italy and Venezuela, which can better afford 
the cost of Jand reform, the national government has absorbed a larger 
share of the land reform costs and has lightened the new Jandowner’s loan. 
In Italy the new Jandowner paid a sum equal to two-thirds of the price of 
land acquisition, plus about 20 per cent of the cost of improvement. Sta- 
tistics show that he paid less than $19 per acre per year on the average as 
against the $40 to $50 per acre per year he paid as a tenant. In Venezuela 
the new landowners have between twenty and thirty years to pay a certain 
varying purchase price. The government pays for improvements, the first 
year's working capital, and the costs of community facilities and services. 
In addition, the new landowner has several other advantages, the net effect 
of which are to lower his payment for the land. 

In summary, net costs to a government are the difference between the 
receipts from the new landowners and the total expenses, comprised of the 
compensation paid to the former landowners, land redistribution expenses 
(e.g, administration, surveying, subdividing), and other costs such as 
those for subsidization of new landowners. Though many factors are used 
in the determination of land valuation, the land must be purchased at a 
fair market price relating to the land’s productive capacity. Tax revisions 
will provide additional government income, as well as give impetus to 
more efficient land use, local development of managerial qualities, and 
long-range community planning. 

The new owner should pay for the land on an installment basis over a 
period of years. Consequently the receipts the government will realize 
eventually from the new landowners will not be concurrent with the ex- 
penses involved. It is possible, though rarely the case, that the net cost of 
land reform can be met from the receipts from new landowners and tax 
revisions. Generally, however, the budget must be cxpecicd to bear some 
cost of a land reform, since the entire country will benefit in time from the 
economic shot-in-the arm of a land redistribution program.” 


5 The following source of material has been drawn upon heavily for the information 
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Tit 
Compensation to the Former Owner 
THE METHOD OF PAYMENT to the former landowner becomes the par- 
amount aspect of a land redistribution program. Land reform has not 
been limited merely to developing countries. Many European nations 
have been involved in land reform. In France, Germany, Greece, the 
Netherlands, Sweden, and Switzerland, there have been large-scale pro- 
grams of land consolidation. Compensation to the former landowner has 
been handled in a variety of ways in the following selected countries: 

Italy. ‘The Italian land reform laws were enacted in 1950. Compen- 
sation to the expropriated landowners took the form of a 5 per cent 
negotiable government bond called Titoli di Stato. The Titoli have the 
same privileges as have other bonds of the Italian government. They are 
issued either in bearer or registered form. 

The bonds are payable at par in twenty-five years, but, as a matter of 
fact, they are paid off by annual drawings and in recent years by semiannual 
drawings. These drawings began at a billion lire a year and have in- 
creased subsequently. Toward the end of 1954 the bonds began to be 
traded in the local bond markets and were quoted in the same manner as 
other government bonds. ‘There has been a tendency for the price of the 
bonds to rise as the drawing time nears. 

If the former landowner announced his intention of improving his re- 
maining holdings he received up to 25 per cent in cash of the total indem- . 
nity. The cash advances amounted to about 10 to 15 per cent of the total 
compensation payments. If taxes were still owed on requisition land, the 
bonds were also accepted in payment of these taxes.® 
~ Venezuela. For many years in Latin America land reform has been a 
subject of much discussion but of little action. However, in recent years, 
because of the Alliance for Progress, it has become a major concern. By 
some people it is considered the most pressing reform for the economic 
development and social progress of this area. Bolivia and Mexico have 
already had Jand reforms. Guatemala and Nicaragua have had a measure 
of land reform, while countries like Colombia and Venezuela are just begin- 
ning the reforms. (As of 1967 the Colombian reform had benefited 50,000 
families, the Venezuelan more than 31,000.) 

Oil has made Venezuela a comparatively wealthy country. It is also 
blessed with large amounts of undeveloped land. The government owns 


8 The material on Italy was drawn from the following sources: G. Barbero, Land Reform 
in Italy (Rome: Food and Agriculture Organization of the United Nations, 1961), pp. 
31~32; Letter from Gaulisio, Italian Technical Delegation, 2401 Fifteenth Street, N.W., 
Washington 9, D.C., October 30, 1962. 
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enough public land to settle as many as 300,000 farmers. It has stated 
that expropriation will be used only as a last resort and then only in ex- 
treme cases such as in the case of large, unused, privately owned tracts. 

Property absorbed by land reform is paid for by a combination of cash 
and bonds (see Table 1). As the property increases in value the per- 
centage of cash payment decreases; at the same time the percentage of pay- 
ment by land bond is increasing. Depending upon the use of land 
prior to its purchase, the landowner is remunerated by one of three classes 
of bonds (see Table 2). The more intensively and adequately farmed 
lands are paid for with a shorter-term, higher-coupon, nonnegotiable bond. 

These payments have been so attractive to the landowner that the land 
reform agency has had to limit the farms purchased. Most purchases 
have been settled on the ‘amicably negotiated” basis and the landowners 
have been paid in cash and type “B” bonds.? 

Colombia. Colombia’s law was enacted in December, 1961, but as yet 
none of the landowners has received any payment. ‘Thus it is too early to 
judge its effects. Originally the government contemplated having three 
classes of bonds, probably a copy of the Venezuelan system. Instead, 
there are two classes. It can be seen from Table 3 that, as in Venezuela, 
the Colombian Jandowner is awarded a more liquid payment for better 
farmed lands. With the exception of income tax, both “A” and “B” 
bonds are tax-free. As with the Italian system, the bonds are amortized 
during their respective maturity periods by means of drawings. 

The Colombian Jaw has several unique features. The “Agrarian Fund”, 
which is managed as a trust fund by the central bank, can go into the 


Table 1 


PROPERTY VALUATION DETERMINES LANDOWNER PAYMENT MIX 
IN VENEZUELA 


Valuation of Property Cash (%) Land bond (%) 
Under $30,000 100 None 
From $30,000- $75,000 40 69 

From $75,000—-$150,000 30 70 

From $150,000-$300,000 20 80 
Above $300,000 16 99 


Source: Letter from Edward Quinones, Acting Agricultural Attaché, American Embassy, 
Caracas, Venezucla, January 23, 1963. 


T'The material on Venezuela was drawn from the following sources: Letter from 
Edward Quinones, Acting Agricultural Attaché, American Embassy, Caracas, Venezuela, 
January 23, 1963; “Boom to Economy Expected from Agrarian Reform,” Venezuela 
Ws To- Nate, Vol. 10, No. 2 (April-May, 1960). pp. 5-6; “Festive Venezuclans Pack Fair 
ond ignore {afio H} Oei bere PESA Sia tes ee Se, Na RAN Bae 58649 
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Table 2 á 


LAND USE CLASSIFICATION DETERMINES CLASS OF LAND BOND 
IN VENEZUELA 


Land Use Classification Classes Description 
In payment for land not being “A” Nontransferable 
cultivated or land purchased from 3 per cent 
absentee owners. Matures 20 years 
In payment to acquire land purchased “B” Nontransferable 
through “amicable negotiations” 4 per cent 

Matures 15 years 

In payment for farms fulfilling their “c” Nontransferable 
“social functions.” (These types of Coupon determined 
holdings are only taken up when by market 
they are absolutely necessary for the Matures 10 years 


agrarian organization to function.) 


Source: Letter from Edward Quinones, Acting Agricultural Attaché, American Embassy, 
Caracas, Venezuela, January 23, 1963. 


Table 3 
LAND USE CLASSIFICATION DETERMINES PAYMENT IN COLOMBIA 
Land Use Classification Payment Description 
“Uncultivated” “B” Bond Negotiable 
2 per cent 
Matures 12 years 
“Inadequately cultivated” Cash 20 per cent down but 
not more than $100,000 
Balance in 8 years 
at 4 per cent 
or 
“A” Bond Negotiable 
7 per cent 
Matures 15 years 
“Other” Cash 20 per cent down 
Balance in 5 years 
at 6 per cent 
or 
“A” Bond Negotiable 


7 per cent 
Matures 15 years 


Source: Letter from Enrique Penalosa Camargo, General Manager, INCORA, Bogota, 
Colombia, December 3, 1962. 


market and purchase class “A” bonds. With these class “A” bonds, the 
land reform agency, INCORA, can buy additional lands. The new land- 
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owners may purchase these bonds from this fund and use them as mortgage 
payment for their land at their matured values. The bonds that are held 
by the trust fund will be paid off by drawings, as with the other bond- 
holders. The trust fund is authorized to use this cash to buy additional 
Jand or to finance irrigation and drainage works. 

The mere existence of the land reform law in Colombia has already per- 
suaded the traditional type of landowner that land no longer pays as an 
investment—in view of the many high returns available on capital in other 
sectors of the economy. Although no attempt has been made to channel 
these funds in any particular direction, the problem in Colombia, as in the 
rest of South America, is that the cash may be transferred abroad. Such 
a problem can be solved only when there is general political and economic 
stability and when the investor has confidence in his country.® 

Egypt. In the Middle East, Iraq, Iran, Israel, and Egypt are involved in 
land reforms to varying degrees. In Egypt, under the 1952 land reform 
program, the former landowners were promised compensation in the form 
of thirty-year-term 3 per cent negotiable bonds. ‘These bonds, although 
negotiable, could be sold only to other Egyptian nationals. In 1958 these 
bonds were changed to an interest rate of 11⁄4 per cent and were redeemable 
in forty years. Under the 1961 land reform program compensation is 
promised in the form of fifteen-year-term 4 per cent bonds negotiable at the 
Egyptian stock exchanges. 

To date, however, only a limited amount of bonds promised under the 
1952 land reform program have been issued. The landowner has not been 
able to do anything with the proceeds of this compensation, since he cannot 
get his hands on it in any usable form. The government is making every 
effort to mobilize and channel all resources into a State-planned social- 
economic development program. ‘The effect of a delay in the issuance of 
land reform bonds is to pool this promised indemnity into these mobilized 
resources. 

According to the law, the bonds may be used by the owner to buy fallow 
land. The ex-landowner is also permitted to use the bonds to pay land 
and inheritance taxes, and for a supplementary tax on Jand imposed by the 
land reform legislation.® 

Ivan. The Shah of Iran has been gradually giving his land away for 


8 The material on Colombia was driwn from the following sources: Letters from 
Enrique Penalosa Camargo, General Manager, INCORA, Bogota, Colombia, December 3, 
1962, and February 7, 1963. See also Paul L. Montgomery, Bogota Dispatch, The New 
York Times, July 17, 1967. 

9 The material used in this section on Egypt was drawn from a confidential source in 
addition to the following article: Stella Margold, “Agrarian Land Reform in Egypt,” 
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some years. His experience has been the basis in part for the Iranian Land 
Reform Law, approved in early 1962. The law provides that the landlords 
be paid over a period of ten years. When the land is ready to be distrib- 
uted, the landlord receives a 10 per cent cash down payment. The remain- 
ing 90 per cent is paid in nine equal installments. The former landowner 
draws interest at 6 per cent on the unpaid balance. In the first year of dis- 


` tribution the landlords have received one-tenth the appraised value of their 


holdings. 

The Iranian government is anxious to steer the landlords’ capital into 
productive areas of investment. The government wants to stimulate eco- 
nomic and industrial development as a way of creating new jobs. At the 


‘same time it intends to curb the inflationary effects of land reform. The 


government’s plan involves compensating the former landowners with in- 
dustrial shares of government-owned corporations. These enterprises in- 
clude sugar, textile, construction materials, cotton, silk, and chemical com- 
panies. 

A cabinet decree ratified the sale of the government factories in imple- 
mentation of the land reform law. All factories were to be joined into one 
company, a joint stock company. The capital of the company was based 
upon a revaluation of the assets made by competent accountants. While 
the former landowners were gradually becoming the owners of this new 
company, the government was to pay a guaranteed 6 per cent dividend per 
year for a period of five years. A reserve was to be built up in an account 
that would collect the dividends due to the government for its share of 
ownership and, in the event that the profits in any one year were not ample 
to pay the new stockholders, then this reserve fund was to be delved into to 
make up the difference. It is contemplated that this company will be run 
strictly on the basis of business principles.?° 

Taiwan. After Europe, the most successful area of land son has been 
in the Far East, where Japan and India, in addition to Taiwan, have had 
extensive land reform programs. Burma and Ceylon have also carried out 
land reform measures. Vietnam is in the process of land reform which has 
been handicapped by communist guerrilla activity. The Philippines have 
started a partial land reform which is currently in a stage of dormancy. 

The Taiwan land reform has been referred to in some detail in a previ- 
ous article.11 The reform had powerful motivation. The Chinese nation- 

10 The material on Iran was drawn from the following sources: Letter from Tilmer O. 
Engebretson, agricultural attaché, American Embassy, Tehran, Iran, January 14, 1963; 
“Cabinet Decree Ratifying Sale of Government Factories—In Implementation of Land 
Reform Law,” Kayham International, November 28, 1962. 


11 E, R. Harris, Jr., “The Process of Land Reform in Developing Countries,” Ameri- 
can Journal of Economics and Sociology, Vol. 28, No. 1 (January, 1969), pp. 49-58. . 
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alists greatly desired to prove they could undertake a more successful land 
reform than the confiscation program of the Chinese communists on the 
mainland. 

The Tatwan government paid the former landowner 70 per cent of the 
Jand value with land bonds and 30 per cent with stock in government- 
owned industries. No cash was paid out during this reform because of the 
bad inflationary experience that had occurred in Japan. Two unique pay- 
ment ideas were devised for the first time in the Taiwan reform: (1) the 
commodity land bond, and (2) the use of stocks of government-owned 
industries. 

The land bonds bearing an annual interest of 4 per cent are redeemable 
either in sweet potatoes or rice, in twenty semiannugl installments over a 
period of ten years. Tying the bonds to the value of rice and sweet pota- 
toes preserved the value of the amortization payments against inflation. 
The rice bond was divided into three categories: redeemable entirely in 
commodity, redeemable entirely in cash, or a combination of the two, ac- 
cording to the type of rice paddy field purchased. The sweet potato bond 
was used to pay for the purchase of dry land and was redeemable entirely 
in cash by the conversion of the sweet potato crop into cash. This was 
determined by the market price prevailing at the time of the harvest. 

Constituting the other 30 per cent of the payment were shares of stock 
from government corporations: the Agricultural and Forestry Corporation, 
the Industrial and Mining Corporation, the Cement Corporation, and the 
Paper and Pulp Corporation. Originally a temporary certificate was issued 
and later exchanged for regular shares of stock having a par value of $10 
in Taiwan money. It was necessary to issue these temporary certificates 
because of the complicated processes involved in valuation of the equity of 
the government corporations, and the allocation of shares when the com- 
pany was transferred from public to complete private ownership. The 
companies were reorganized once they became privately held.” 

Vietnam. Under Ordinance 57, promulgated in October, 1956, the 
Vietnamese landowners received for their requisitioned land in South Viet- 
nam indemnity of 10 per cent cash and 90 per cent nontransferable govern- 
ment bonds guaranteed by the State and bearing 3 per cent interest amor- 
tized over a period of twelve years. As of the beginning of 1963, the land 
reform bonds outstanding were worth approximately 1,000,000,000 piasters 
which was equivalent to $28.5 million in United States dollars. Virtually 

12 The material on Taiwan was drawn from the following sources: Hui-sun Tang, 


High Lights of Land Reform in Taiwan, Taipei, Taiwan, China, February, 1957; Chen 
Cheng, Land Reform in Taiwan, Taipei: China Publishing Company, 1961, pp. 67, 
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all Jand reform closed in 1961, according to Dr. Ray L. Prosterman. 

A decree issued by the government in August, 1959, stated that the 
bondholders may use their bonds for the subscription of securities of any 
enterprises created by the State. This decree named four national enter- 
prises in which the landowner would be allowed to exchange his land re- 
form bonds for capital stocks. Actually, to date, these bonds have re- 
mained immobilized as the government has not declared them exchangeable 
for the capital stock of these companies. 

The government is further considering authorizing these bonds to be 
converted and exchanged for securities, not only of government-owned 
corporations but also of enterprises financed by a private investment bank 
called the Financial Society for the Industrial Development of Vietnam, 
abbreviated Sormwiv. It is presently planned that the Minister of the 
National Economy, rather than Sormiv, will handle the conversion of the 
bonds into capital stock. The government feels that before this can be 
done, however, a more accurate inventory of outstanding bonds needs to be 
obtained, and it is now in the process of registering the nontransferable 
Jand reform bonds. 

The bonds can be used in payment of mortgage debts that have been 
contracted with the Agricultural Credit Agency. They may also be used 
in payment of land inheritance taxes owed on expropriated land.1° 


Lynchburg, Va. 


13 The material used in this section on Vietnam was drawn from the following source: 
Letters from Frederick E. Nolting, Jr., American Ambassador, American Embassy, APO 
143, San Francisco, California, January 15, 1963, and February 14, 1963. See also Dr. 
Ray L. Prosterman, Stanford Research Institute, report to House Government Operations 
Subcommittee, quoted by Felix Belair in The New York Times, March 6, 1968. 


Energy Centers for Development 


THE UNITED STATES Atomic Energy Commission is studying the potential 
of nuclear-powered “energy centers” in the Middle East to provide badly 
needed energy, water, and industrial products—especially fertilizer—for 
development in arid regions. Power from nuclear plants would be used 
to desalt water to irrigate arid Jand in which the energy centers would be 
located, and to provide electricity for such industrial installations as re- 
fineries, and chemical and fertilizer plants. The study is to serve in part 
as a response to Senate Resolution 155, adopted in 1967, calling on the 
Administration to consider the application of large-scale nuclear desalting 
plants as a means of supporting a stable and durable peace in the Mid East. 
[From the U.S. Department of State.] 


Problems in the Reform 
of Land Tenure 


By REGINALD EDWARD Morris 


THE PRACTICAL DIFFICULTIES of inducing land tenure reforms such as Land 
Value Taxation are enormous. Fundamental changes in land tenure or 
tax structure can have a great revitalizing effect throughout a whole na- 
tional, or even indeed international, economy. But they can also cause 
great dislocation of and disturbances to individuals, industries, and govern- 
ment agencies well adjusted to old patterns. Usually major reform move- 
ments can progress rapidly only when some disaster or slump creates a 
general dissatisfaction and desire for a clean sweep and a fresh new 
approach. 


I 
Overcoming Vested Interests 

IN A VIABLE SYSTEM improvements can only be made slowly, if at all, and 
with great resistance from vested interests which thrive on the inequities 
affected. Few people are concerned enough to take the risks and sacrifices 
involved in “bucking the system.” Most people prefer to move along 
with the accepted patterns of life, as Jefferson wrote, “. . . all experience 
hath shewn, that mankind are more disposed to suffer, while evils are 
sufferable, than to right themselves by abolishing the forms to which they 
are accustomed.” 1 

Land tenure practices, like many customs and economic activities, are 
not usually established by prior objective theorizing and planned installa- 
tion. They come into being by a random-process similar to trial and 
error, as they satisfy the felt needs and general well-being of the dominant 
groups of society. 

Once land becomes monopolized and once it passes through a number 
of exchanges in ownership, the confusion of treating it like an item of pri- 
vately produced wealth for which it has been exchanged tends to become a 
fixed part of the culture in law, business practices, economic textbooks, and 
popular thinking. 

Rich, duiuinani groups typically oppose changes which seriously threaten 
the advantages identified with their status. The poor and dominated 


2 Thomas Jefferson, The unanimous Declaration of the thirteen united States of 
America, 1776, 
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groups are envious. They want to share rather than to overturn the posi- 
tion of the dominant groups or the system itself. Further, they often lack 
understanding of the real source and nature of their problem as well as the 
courage, leadership, organization, and power to make remedial changes. 
Consequently, their efforts are usually focused on socially approved activi- 
ties, self-improvement, and competition with one’s fellows to rise within 
the system, rather than upon real cooperation in change. 

Land reform and community development are crucial aspects of the 
overall current world race between fulfillment of the free enterprise 
ideology and the communist counterrevolution. The future position of 
man in society and the course of development of civilization hinge on the 
outcome of this race. 

But the fundamental danger to freedom and democracy is not primarily 
from without, any more than the Germanic barbarians were the primary 
danger to Rome. A greater danger within is the faulty social adjustments 
which deny equality of economic and social opportunities, such as those 
affecting and proceeding from Jand tenure. (Communism has made, and 
is making, greatest headway where land problems rather than industrial 
problems predominate. ) 

In many parts of the world it is clear that such real denials of justice 
make a sham of the lofty principles and ideals expressed in constitutions and 
in their political forms and procedures. Concentrations of wealth and 
power based on inequalities of opportunity undermine real political equal- 
ity and frequently lead to corruption and tyranny in various forms, and 
to civil strife, economic stagnation, and revolution—the decline and dissolu- 
tion of civilization. Some of the areas presenting conspicuous examples of 
this general pattern in modern history include China, Russia, Spain, India, 
Ireland, and Latin America. 

If Western civilization is not to rigidify or retrogress beyond its ability 
to reform, if it is not perhaps to enter the declining phase of another cycle 
of history, then it obviously must correct the basic flaws in its socioeco- 
nomic structure, flaws which prevent the realization of its ideals of liberty, 
equality, and fraternity. 

Inequality of opportunity, monopolies, oligopolies, tariffs, etc., lead to 
concentration of wealth, which in turn leads to more inequality of op- 
portunity, and so on, in circular fashion. Great advances in science and 
technology affecting production, combined with rapidly expanding popula- 
lation, facilitate this concentration. The general tendency is to deal with 
the problem by means of “share the wealth” type programs and other 
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socialistic measures, instead of by radical reforms which aim at causes 
rather than effects. 

Most of the population of the world today lives under feudal or semi- 
feudal conditions. Whatever the merits or demerits of birth control, 
which is being strongly advocated by many, it is clear that greater effort is 
needed for positive reforms in order to promote a larger and more efficient 
production and distribution of wealth. Here, again, the basic issue is 
whether first emphasis should be placed on adjusting people to the problem, 
rather than adjusting the problem to the people. 


II 
The Crucial Question of Our Time 


IN THE FACE of mounting world tension and need for greater advances in 
social justice, the most complete land reform seems like a modest proposal 
Jong overdue. On this issue, if on few others, the ideologies of socialism 
and free enterprise coincide—a point which seems of strategic importance 
today, especially for capitalist nations contending against the communist 
world movement in acute land problem areas.? Justice Douglas, for ex- 
ample, reached the following conclusion as a result of his observations in 
Asia: 
The place to start reform in Asia is with the land. The basic illness there 
is the vicious tenancy system. All other ills stem from that. No other 
project will be worthy of American aid unless it is tied to that. Land re- 
form above all else is the starting point for launching the counterrevolution 
against communism. No program of reform can long succeed unless land 
reform is first carried through. 
America is fitted by tradition for directing and guiding revolutions. We 
won our freedom by revolution and set the example which today inspires 
the peasants of Asia. We cannot do it by talking democracy and peace. 
We can do it only by making our foreign policy understandable in terms 
of the aspirations of these people. Our foreign policy must be specifically 
related to the land problem.® 

All production begins on the land and cannot proceed without access to 
it. Indeed, life itself cannot. If we postulate with Jefferson, that ‘‘the 
earth belongs in usufruct to the living” or that man has a “natural” right 
to the produce of his own labor, we must question fee simple ownership of 

2 A case in point is the present war in South Vietnam. As in the Chinese Civil War, 
following World War TT, the United States finds itself again on the side of conservative 
forces, against communists who aggressively advocate land reform where such reform is 
the central economic necessity of the majority of people. 


8 William O. Douglas, Strange Lands and Friendly People (New York: Harper & Bros., 
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land, or its rent. The growth of population on a limited earth forces thè 
question, in particular places at particular times, and in the realm of social 
thought generally. If, on the other hand, we stand firm in the mistaken 
notion that it is legal for particular men, for whatever reason, to have a 
greater right in land than others, theory and experience have shown we do 
inevitably reduce the right of others in the community because of it. 

The claim of the landlord to possession of the land, or its rent, and the 
claim of laborers and capital owners to their own produce, cannot be satis- 
fied in a limited land or economic system, except at the expense of the 
other. The usual result, if production is to proceed, is a compromise in 
the distribution of wealth, dictated by supply and demand. The com- 
promise with the landlord is necessarily gained at the expense of a greater 
possible production and wage and interest distribution. The opportunity 
costs and social consequences are diffuse and indeterminable. ~ 

The influence of land monopoly and the losses due to it become pro- 
gressively greater with the concentration and integration of industry toward 
which we are steadily inclining. Meanwhile the economy itself gets more 
sensitive and vulnerable because of the increased specialization and inter- 
dependence of its parts. Many countermeasures that can be and are being 
imposed to help protect the system are compensatory rather than corrective. 
They generally have side effects of their own, calling for further regula- 
tion. But land monopoly, like most other monopolies, remains funda- 
mentally inconsistent with the idea, the reality, and the productive poten- 
tial of true free enterprise. 

Our need for success, then, in dealing with the land problem, seems to be 
growing everywhere more urgent and promises to be even more crucial in 
our future than it has been in our past. 


It was once .. . universally supposed that slavery was a natural and quite 
legitimate institution—a condition into which some were born and to’ 
which they ought to submit as to a Divine ordination; nay, indeed, a great 
proportion of mankind hold this opinion still. A higher social develop- 
ment, however, has generated in us a better faith, and we now to a con- 
siderable extent recognize the claims of humanity. But our civilization is 
only partial. It may by and by be perceived that Equity utters dictates to 
which we have not yet listened; and men may then learn that to deprive 
others of their rights to the use of the earth is to commit a crime inferior 
only in wickedness to the crime of taking away their lives or personal 
liberties, 

BRIEFLY REVIEWING THE ARGUMENT, WE SEE THAT THE RIGHT of each 
man to the use of the earth, limited only by the like rights of his fellow 
men, is immediately deducible from the law of equal freedom. We see 
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that the maintenance of this right necessarily forbids private property in 
land. On examination, all existing titles to such property turn out to be 
invalid; those founded on reclamation, inclusive. It appears that not even 
an equal apportionment of the earth among its inhabitants could generate 
a legitimate proprietorship. We find that if pushed to its ultimate con- 
sequences a claim to exclusive possession of the soil involves a landowning 
despotism. We further find that such a claim is constantly denied by the 
enactments of our legislature. And we find lastly that the theory of the 
co-heirship of all men to the soil is consistent with the highest civilization, 
and that, E difficult it may be to embody that theory in fact, Equity 
sternly commands it to be done.* 


Asheville, North Carolina 


4 Herbert Spencer, Social Statics (New York: Robert Schalkenbach Foundation, 1954), 
pp. 112-13. 


Public Role in Research and Development 


FOR THE MOST PART, new technology is a product of Research and Develop- 
ment. It is very difficult to comprehend the tremendous role of R & D in 
the nation today. It is estimated that the total money spent for R & D in 
the U. S. has grown from $10 billion in 1957 to $24 billion in 1967, more 
than doubling in a decade. Out of the total expenditures, well over half 
was spent for defense and space research programs. ‘The development of 
nuclear weapons and the stockpiling of arms are government responsibil- 
ities. The quest of outer space also becomes a matter for government 
execution. As citizens, we do, of course, have quite varied views about 
the share of the national budget thet should be spent for such purposes. 
It should be noted that this same R & D effort has also brought the 
nuclear power generating plant into existence. The nuclear power in- 
dustry is developing rapidly and it may well provide a major competitive 
threat to the more conventiona] methods of generating electricity. 

While the government financed 70 per cent of total R & D in 1967, only 
about 15 per cent of the total U. S. R & D was actually performed in gov- 
Crime adeihlies, Or ihe sann hke apenre was sciformed hy rar 
versitics and non-profit institutions while 70 per cent or py tar the major 
portion was performed by industry under government contracts. Thus in- 
dustry itself has a major hand in the generation of new technology and this 
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works toward deep-seated changes in competitive relationships. The 
emerging nuclear power industry has essentially been put into business by 
government-funded R & D. Coal industry R & D has also been funded 
primarily by government. The Office of Coal Research is active in the 
development of technology to convert coal to gas of a quality equivalent 
to that of natural gas. 

As we know, there is a great deal of concern about air cleanliness, par- 
ticularly with regard to sulfur oxides and to particulate matter. This 
concern has already led to some regulations on the percentage of sulfur in 
fuels burned, with many more stringent regulations probably forthcoming. 

The reduction of the sulfur content of fuel oil is not the only tech- 
nological approach to the basic problem of eliminating sulfur oxides from 
the atmosphere. A companion development centers about equipment 
that can be installed in new as well as in existing furnaces to remove 
sulfur oxides from the flue gases leaving the stacks. This is a potentially 
versatile approach. It could well turn out to be much more economical 
overall than would be the fuel desulfurization step. Thus the flue gas 
desulfurizer approach has great appeal. On the other hand, from a com- 
petitive standpoint, we must recognize that natural gas as a fuel poses no 
sulfur oxide problem. [From an address. ] 


A. A. DRAEGER 
Humble Oil 6 Refining Co. 


African Studies in US. 


BECAUSE OF INCREASING American interest in African culture and history, 
students, teachers, volunteer work campers, and tourists traveled between 
Ghana and the United States in the summer of 1968 in greater number than 
ever before. There are now more than 20 universities in the United 
States with established African studies programs. Among these are the 
University of Southern California, which has sent a group of 22 primary 
school teachers and 27 secondary school teachers to Ghana to study African 
culture; and Northwestern University, which has sent eight advanced grad- 
uate students for a seminar in research techniques. Private organizations 
of Americans interested in Africa are growing as rapidly as university study 
programs. Operation Crossroads Africa and the Experiment in Interna- 
tional Living have been sending young Americans and Canadians to Ghana 
for several years to live and work alongside their Ghanaian counterparts. 
[From the U.S. Department of State. ] 


Recruiting Executive Talent for Business 


By WILL LIssNER 


MEN WHO KNOW the college student best as potential executive talent-— 
college placement directors and corporation recruiters—report that the 
reason the brighter liberal arts graduates often reject business as a career 
is that business cannot stand the competition. 

This is shown in an inquiry financed by the Lawrence Valenstein Fund, 
777 Third Avenue, New York 10017. The study was carried on among 
placement and guidance directors of 51 prestigious liberal arts colleges and 
the college recruitment directors of the 150 largest U. S. corporations. 

Dr. William C. Spencer, executive director of the fund, said that the 
inquiry found that while many of the unusually bright and more promising 
liberal arts students say “business is for the birds,” they are not really 
hostile to business careers but are attracted to other pursuits. 

“Young people, unimpressed with affluence,” said Dr. Spencer, ‘‘find 
challenging opportunities and the means for self-realization in the service 
occupations and professions here and abroad.” 

The placement directors and the recruiters say that business is not 
getting first pick of the liberal arts college graduates today as it did 
back in the 50’s or before the war. But there is no simple explanation for 
it, they report. 

Besides the attraction of alternative occupations, young people are sub- 
jected to a variety of other influences, they find. 

By electing to enter a profession and gaining admission to a graduate 
or professional school the student frequently has been able to delay his 
period of military service, a highly desirable goal to those who oppose 
American participation in the Vietnam War. 

Some teachers have developed an anti-business attitude which they 
communicate to students. 

These teachers, overwhelmingly, are not motivated by anti-capitalistic 
philosophies. Often their attitudes arise from lack of experience in busi- 
ness, an unhappy experience, lack of knowledge about business, or a bias 
against business careers as opposed to other careers. 

As against planetary exploring, pioncering in scientific research and 
achieving miracles of healing or planning and creating institutions in the 
developing countries which literally change the world for thousands, the 
traditional view of business as workaday activity cannot fire the imagina- 
tions of youth. 


- A 
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“If business offers exciting challenges and opportunities for service 
that rate highly by contemporary standards,’ Dr. Spencer declared, “it 
has failed to communicate that message to the nation’s young people.” 

Both educators and businessmen offered several recommendations which 
they believed would help business get its share of the top liberal arts 
graduates. 

Business needs to highlight its personal challenges to the men and 
women who break new paths in its administration or innovate its wide 
variety of services to the consumer, they thought. 

More opportunities should be given for contact between students and 
businessmen, they believed. Business’s social responsibility should be 
stressed. Faculty members should provide more careful counselling for 
executive prospects. 

To correct the situation, Dr. Spencer said, “communication and in- 
formation are the key measures in any program to bring about a more 
realistic understanding of business careers.” 

Of special importance should be efforts to help faculty members de- 
velop an informed and accurate understanding of the role of business in 
American society and the importance of counselling students objectively 
on career opportunities, including those in business, he said. 

“More productive counselling by faculty members and placement and 
career counselors,” he added, ‘‘will steer the student with a special aptitude 
for success in business to jobs in the economy, and those with special 
potentialities for research and development, or for teaching, to such fields.” 

The Lawrence Valenstein Fund, which supported the study, was es- 
tablished by the business leader whose name it bears to foster a deeper 
understanding and a wider exchange of ideas between the academic and 
business worlds. 

Mr. Valenstein, one of the men who helped to make advertising the 
industry it is, started the Grey Advertising Agency in New York in 1917 
with a borrowed $100. Four years later, when his lifelong associate, 
Arthur C. Fatt, joined the organization, it had a staff of four. The em- 
ployes numbered 500 in 1955, when the two entrepreneurs marked thirty- 
five years of association. By 1967 it became the country’s 10th largest 
agency. 

Mr. Valenstein and Mr. Fatt believe that the growth of their own com- 
pany was made possible, among other factors, by the kind of people they 
attracted to it. Mr. Valenstein therefore became concerned that young 
people whose talents equipped them for leadership in the business world 
should not be deflected into fields that may have little to offer them. 
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* This concern Mr. Valenstein shares with Dr. Spencer, a former assistant 
dean of the Columbia University Graduate School of Business who is now 
a university administrator. 

New School for Social Research 


Protection of Author’s Reprint Rights 


SINCE ITS FOUNDING in 1941, the American Journal of Economics & 
Sociology has followed a policy of reserving all rights of republication to 
its authors and, as copyright holder, protecting the authors’ right to deter- 
mine if and when and under what terms their contributions to this Journal 
shall be reprinted. That was the intent of the recent revision of the copy- 
right law, as we understand it, whatever may be the legal position in fact. 

Thus we have left it to the author to negotiate when the right to reprint 
is requested, giving our consent if and when he directs us to do so. When 
a reprinter has a practice of reimbursing the original publisher as well as 
the writer we demand our fee but turn it over to the author. When an 
author asks us to negotiate it is our policy to seek all that the traffic will 
bear on behalf of the author. When an author is willing to have his 
writing reprinted by a scholarly non-profit enterprise without fee, we are 
governed by his decision, though we would prefer that this be limited to 
appropriate situations. These rules do not apply to reproduction of our 
own volumes in printing or microform, of course, but they apply to all 
other situations and we intend to continue them until we and all others 
of like mind win their adoption into universal copyright law. Meanwhile 
our attorneys will continue to protect our authors’ reprint rights without 
cost to the authors. (And usually, since our counsel and his collaborators 
donate their services, without cost to us.) 

Now we learn from the American Economic Review" that the executive 
committee of the American Economic Association has taken action on the 
problem of protecting authors’ rights and has instructed W. J. Baumol 
and Peggy Helm to prepare the following note: 

With the growing popularity of volumes of ‘Readings’ consisting of articles reproduced 
from journals and other sources, protection of the interests of the author of the reprinted 
piece has become a matter of increasing concern. While journals generally have a record 


of protecting their authors with diligence, there have been occasional problems among 
which the following are noteworthy: 


1 Loc, cit., Vol. 43 (September 1968), pp. 1071-2, 
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1. Journals, which normally hold the copyright on their contents, sometimes do not 
ask the author’s consent before granting permission to reprint; 

2. When they do ask that the author be consulted, they do not remind the author 
that his piece has a market value and that it may be in his interest to negotiate 
for a fixed fee or share of royalties; 


3. Journals sometimes require a fee for permission to reprint and retain the fee with- 
out notifying the author. 

As a result, an author may be surprised to find his work reprinted in a “Readings” 
volume, sometimes even without receiving a copy of the book. In some cases authors 
have objected to the nature of the reprint volume because of poor quality of printing or 
editing, or what may be a more serious matter, because they prefer not to be associated 
with some of the companion pieces of the volume, because of their quality, methodological 
or political orientation, etc. 

To help in the prevention of such problems the Executive Committee of the American 
Economic Association instructed the Secretary to write to the editors of a number of 
leading American professional journals, suggesting that they undertake to follow several 
practices designed for the protection of their contributors: 


1. That they permit no substantial portion of any article to be reprinted from their 
pages without a reasonable attempt to obtain the written consent of the author. 
Normally, the editor will leave the task of obtaining the author’s consent to the 
persons wishing to reprint the piece, simply making the journal’s permission con- 
tingent on the author’s written concurrence, 

2. That when the author is asked for his consent he be sent a form letter reminding 
him of the financial arrangements which he may be able to negotiate and inform- 
ing him of any fees that will be retained by the journal or its publisher. 

The author also has available 2 way to control personally the reprinting of his article. 
Rather than have its copyright status secured by the notice of copyright of the journal in 
which it is published, he can have copyright in his own name by having printed on the 
first page of the article a copyright notice “copyright (or c in a circle}, author’s name, 
196...” But this reservation of copyright by the author should be preceded by an under- 
standing with the journal editor that the author, not the journal, is the proprietor of the 
copyright in the contribution. And, if the author has occasion to enforce this copyright, 
he will have to comply with the statutory requirements of deposit and registration.” 

Two types of financial arrangement which the writer may want to consider are the 

fixed fee and the share of royalties. For many years the American Economic Review has 
been suggesting to the author of every article for which permission to reprint is requested 
that a flat fee of $100 is an appropriate minimum on which he might want to insist. 
However, the value of the article may well vary with its length and the amount of at- 
tention which it has attracted in the profession. A piece which has met with considerable 
interest may add substantially to the sales of the “Readings” volume in which it appears 
and its author should recognize that the market value of his work will be correspondingly 
high. In such a case a share-of-royalty arrangement seems particularly appropriate. In 


2 Those unfamiliar with the mechanics of deposit and registration should obtain Cir- 
cular No. 35 from the Copyright Office, Library of Congress, Washington, D.C, 20540. 
For procedures with respect to works in English of U.S. citizens or domiciliaries, manu- 
factured and first published outside the United States, consult Circular No. 69, “Ad 
Interim Copyright.” An author publishing in a journal which conforms to the proce- 
dures recommended in this article does not, we think, need to bother with the alterna- 
tive of retaining copyright in himself. 


+ 
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other cases, potential sales revenues may not justify royalties of these magnitudes, 
Most writers will recognize a professional obligation to sacrifice the relatively small sums 
involved where this helps to stimulate the distribution of knowledge, or to permit his 
fees to be retained by an impecunious professional journal, or simply to permit the 
reproduction of his works for distribution on a nonprofit basis as a service to those who 
cannot afford to pay. But where a “Readings” volume is a commercial venture whose 
value is materially increased by the article in question, the author may well feel entitled 
to a share of the proceeds.® 

To summarize, authors of articles will derive reassurance from the fact that the jour- 
nals below have agreed to follow the procedures that have just been outlined. However, 
when an author submits a paper to a publication not included in this list, he may wish 
to ask its editor about its policy on permissions to reprint and may wish to consider in- 
sertion of the personal copyright notice described above. In any event, when an author - 
is asked to grant permission to reprint, he should consider carefully the nature of the 
volume in which the piece will appear, the financial terms that he is willing to accept 
and the amendments, if any, that he wishes to make in his paper before it is reprinted. 


American Economist; American Journal of Agricultural Economics (articles not copy- 
righted); Business Horizons; Canadian Journal of Economics; Econometrica; Explorations 
in Entrepreneurial History; Harvard Business Review; I.R.R.A. Proceedings; Journal of 
Economic History; Journal of Human Resources; Journal of Marketing; Journal of 
Marketing Research; Journal of Money, Credit and Banking; Journal of Purchasing; 
Journal of Regional Science; Journal of the American Statistical Association (articles 
not copyrighted); Land Economics; Review of Economics and Statistics; Western Eco- 
nomic Journal; Yale Economic Essays 


Consistent with the democratic ideology which it espouses, the Ameri- 
can Journal of Economics & Sociology believes it is the function of the 
professional societies in our field, the American Economic Association, the 
American Sociological Association and the American Statistical Associa- 
tion, to regulate by common consent the procedures and practices that 
should prevail in it. On that account, we are glad to agree to follow the 
procedures outlined, noting only that this involves no change in the pro- 
cedures we have followed for 27 years. We shall also join the American 
Economic Review in its fee suggestions to authors, which strike us as a 
practical approach to a very complicated problem.* 

WILL LissNER 


3 The money to pay fees is sometimes available, as indicated by the results of a survey 
which showed that in some cases the editor of a “Readings” volume may receive as high 
a royalty rate as is paid to 2 man who writes a book entirely by himself. William J. 
Baumol and Peggy Heim, “On Contracting with Publishers,” AAUP Bulletin, Vol. 53 
(March 1967), pp. 30—46. 

2 Readers may wonder why the American Journal of Economics 8 Sociology is not 
included in the above list. The answer is indicated above: the association’s secretary did 
not write us. Perhaps we are the “impecunious professional journal” for whose situation 
the committce attempted to make provision; certainly we are impecunious enough to 
qualify. Since the editor and a number of his associates have been members of the asso- 
ciation for a quarter of a century or more, we feel justified in writing to the secretary 
for an explanation. 
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The 1970 Sociological Abstracts Monograph Award 


THE OFFICERS AND BOARD OF DIRECTORS of Sociological Abstracts, Inc., 
have the honor to announce an Award for the leading unpublished com- 
parative study dealing with the development of sociology submitted to its 
Awards Committee before August 31, 1969, and written by a social 
scientist no more than forty years of age. 

The subject: The specification of a comparative study in the develop- 
ment of sociology requires that each manuscript to be considered shall deal 
with an aspect of the evolution of sociology as theory, as technique, or as 
profession in a manner that utilizes international, interethnic, and multi- 
lingual comparisons. 

The award: The writer of the winning monograph will receive two 
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Cardozo and America’s Tradition of Freedom 
By ALEXANDER BRODY 


CARDOZO, A CHARLESTONIAN, was a staunch defender of the institutions, 
the class system, and the dominant economic interests of the ante-bellum 
South.1 He was, at the same time, a Unionist and an energetic adversary 
of nullificationists and secessionists. With many of his contemporaries, 
Cardozo identified the cause of the Union with the larger cause of the 
nation’s destiny and universal progress. He saw American national life 
as illustrative of the spirit of freedom-—-freedom of action, freedom of 
movement, and above all, freedom of trade between nations. 

But Jacob N. Cardozo also ascribed the causative factors of America’s 
unique development to the objective historical circumstances in the new 
world. He found in the newness of the American environment the 
limitless possibilities for the incentive powers of man and the productive 
powers of nature; it made for a state of society in which neither estab- 
lished church nor feudal aristocracy stood for the old order, in which 
ancient class distinctions, entrenched monopoly and exploitative rents and 
profits did little to distort the natural order of society. However, Negro 
slavery to him was not incompatible with the premise of universal indi- 
vidual liberty. He accepted the prevailing view of the South that slavery 
is an economic necessity and morally justified. 

Yet, Cardozo did not dichotomize the new world and the old as good 
and evil as was the fashion of many Americans and Europeans in his day. 
He did not altogether reject Europe and the sources of European thought. 
But the radical democracy of Jacobin France and the rising influence of the 
English reformists shook Cardozo’s faith in the old ideals of European 
liberalism. He reacted strongly against the upheavals of the French Revo- 
lution and warned Americans against the social ideas of equalitarianism that 
came from abroad. 

In the inter-sectional struggle over tariffs, public lands, internal improve- 
ments, banks and currency, Cardozo spoke for the dominant leadership of 
his section. On the issue of national unity, he resisted the main trend in 
the South. But he was not moved to protest when his state took the mo- 
mentous step to dissolve the union. A loyal Confederate, he served his 
government as editor and as financial advisor. 

He clearly saw the danger to the Southern landowners implicit in cap- 


1 Jacob N. Cardozo: Economic Thought in the Ante-Bellum South. By Melvin M. 
Leiman. New York and London: Columbia University Press, 1966, 263 pp. 
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italistic protectionism. But his support of the agricultural and free tradé 
interests of the South did not make him hostile to industry. He did not 
share the agrarian bias which permeated the whole of Southern society. 
His ideal of an economic system for the South was one in which agricul- 
ture was not subordinated to industry. 

Cardozo stressed the absence of a class struggle in the South. In his 
perspective the interests of planters did not necessarily run counter to the 
general interest. He insisted that slave labor did not distort the South’s 
economy or deflect production from its maximum efficiency. He was quite 
convinced that within the institutional framework of Southern agrarianism 
the self interest of the manufacturer and trader made for maximum effi- 
ciency in the interest of all. 

In the realm of politics no less than that of economics, Cardozo was 
an intransigent opponent of governmental meddling with established order. 
His laizzez-faire attitude implemented his opposition to workingmen’s 
associations and to State action on behalf of social ameliorations. But 
he found his ideal in the existing class relations of England. He looked 
to an aristocratic brand of workmen’s education as the means of social 
restraint and the maintenance of the status quo. He, too, feared the im- 
plications of social radicalism which seemed to follow from the “new 
school” of Ricardo. 

His answer to the English Poor Laws was again dictated by the applica- 
tion of the principle of conservatism with respect to the institution of pri- 
vate property. His attitude on the question of Parliamentary reform and 
universal suffrage indicated his primary concern with protecting vested in- 
terests and existing institutional arrangements. 

On the other hand, in the agitation over the repeal of the Corn Laws, 
he supported the claims of the English commercial and manufacturing in- 
terests against the interests of the landlords. In agreement with the spirit 
of his time, Cardozo exaggerated the importance of the Corn Laws as a 
factor in economic progress. His acquiescence to the shift of power to the 
middle classes put him in a position of theoretical] contradiction with his 
position as defender of the American landlord. 

On the wider implications of competition and free trade, Cardozo ac- 
cepted the English rationale for liberal cosmopolitanism; freedom of com- 
merce increased welfare and was a powerful lever for equality between 
classes as well as nations. Like the Manchester liberals, he minimized 
rapid industrialization as a factor aggravating economic fluctuations and 
causes. 

Cardozo’s editorials and popular writings made him important as the 


Cardozo and America’s Tradition of Freedom 219 


‘journalist spokesman of the South. But he was also a theorist; to combine 
these two interests in close contact was his professed intention. But he 
did not quite free himself from the limitations of his class and regional 
conditioning. 

His Notes on Political Economy (1826), important as a first reaction 
to Ricardo, was his chief contribution to economic theory as such. This 
book owed much to the stimulus of native American conditions and ideas 
although it also showed the effects of his acquaintance wtih European the- 
oretical development. 

Cardozo’s anti-ricardianism focused on the differential rent theory and 
on its implicit antagonism to the landed interests. He likewise rejected 
the triple premises of the Ricardian rent theory, the law of diminishing 
returns and the Malthusian population theory. The pessimistic and dis- 
harmonious implications of Ricardianism he held to be inapplicable to 
the dynamic possibilities of a new and vast country. In Cardozo’s dis- 
tributive scheme, the landlords did not determine the trend of the relative 
shares of workers and capitalists; both wages and profit increased simul- 
taneously in the course of technological development. 

In the study of business cycles, the value problem, and monetary matters 
Cardozo proved an able proponent’ of the anti-classical line. His private- 
public wealth distinction, his views on the saving-investment process and 
the production-consumption equilibrium, were suggestive of the modern 
emphasis on macro-economic relations. He took Ricardo to task for the 
alleged failure to distinguish between macro- and micro effects on the 
economy. 

He was one of the first American critics of the labor theory of value 
with its implicit class orientation. He condemned the Ricardian system 
of labor value as ideologically motivated and socially discordant in that it 
set up a false cleavage between capitalists and workers. 

Cardozo’s search after a dynamic analysis of the economic process was 
clearly evident in his methodological views. He warned against a too 
ready acceptance of English classical doctrine as universal truths. Cardozo 
wanted more empiricism and emphasized the importance of observation 
and the study of economic laws in their particular application. His was 
an early protest against excessive use of speculation and of the deductive 
method. 

Cardozo’s doctrines were transcended in later development of economic 
theory. His contributions to methodology in economic analysis, however, 
were more enduring. 


City College of New York 


Bohnsack on City Planning 


By ERICH ZINCKE 


THE AUTHOR? STARTS from the fundamental principles of any democratic 
social order, individual freedom and private property. It goes without 
saying that individual freedom is limited by the equal freedom of the 
others. This is explicit in the laws of democratic countries. As to private 
property, however, legal conceptions differ widely, especially where the 
rights of Jandownership are concerned. Some say that these rights should 
be absolute, others say that they should be restricted by social obligations, 
just as individual freedom is. Most western constitutions and correspond- 
ingly most codes of law only speak of the absolute rights of landowner- 
ship. As to the respective laws the situation is not different in the Ger- 
man Federal Republic, though the text of the German Constitution sug- 
gests and allows legal restrictions. 

Prof. Rudolf Hillebrecht, the City Councillor for Building of Hanover, . 
who became internationally famous for his reconstruction of that war- 
tavaged city, in his introduction to Bohnsack’s book speaks about the 
problem and quotes the recent decision of the Federal Constitutional 
Court (January 1967) concerning the contents and the limits of the rights 
of landownership: “The fact that land cannot be multiplied and is indis- 
pensable forbids leaving its use entirely to the opaque and uncontrollable 
play of free market forces and to the option of the individual; a just order 
of the law and of society rather asserts and maintains the interests of the 
community concerning land in a far higher degree than other property; 
Jand can neither economically nor socially be placed on a par with other 
kinds of property. In judicial proceedings it cannot be treated like a 
mobile good. From Article 14, Section 1, Sentence 2 of the Constitution, 
in connection with Article 3, no obligation of the lawgiver can be deduced 
that he should submit all objects of property whose value can be 
expressed in money to the same judicial principles. Nor is it correct to say 
that this would discriminate between financial capital and capital invested 
in agricultural and forested property. 

“The Constitution itself has conceded the lawgiver a relatively wide 
range to issue laws that determine the contents of property (Article 14, 
Section 1, Sentence 2). According to it property does not only oblige, but 


1 Society, Space Order, City Planning and the Land. (In German). By Gustav 
Bohnsack, with an introduction by Professor Rudolph Hillebrecht. Karlsruhe, West 
Germany: Herbert Wichmann Verlag, 1967. 
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‘its use shall simultaneously serve the common weal.’ The makers of the 
Constitution had above all fixed their eyes upon the land order. The 
printed materials (Parliamentary Council, 8th session of the committee 
for principles) unequivocally show this. The command that use be 
social and just is, however, not only a guide for the concrete behavior of 
the owner, but is in the first instance a precept for the lawgiver to consider 
the common weal when determining the contents of property rights. Here 
‘is a denial of a right of ownership in which the individual interest would 
have the absolute precedence over the interests of the community.” 

The present state of things is, however, that the legislators have not 
adopted laws that prevent land speculation, which is one of the funda- 
mental evils in our present social order. One thinks of more than 100 
billion Deutsche Marks that had to be spent for building land in the Ger- 
man Federal Republic after the war. 

The author looks at this problem from his professional point of view 
as a city planner. After discussing all the pros and cons as to absolute or 
restricted rights of landownership in past and present, at home and 
abroad, he gives detailed data about the development of the prices for 
land for building sites, and compares them with the development of 
living costs and building costs. In Hanover, for example, living costs 
between 1938 and 1965 had risen 225 per cent, building costs 410 per 
cent, building land prices 1100 per cent. One sees that a sudden rise of 
land prices took place immediately after the Federal Building Law came 
into force in 1961. 

But there was still another reason. The cities had for decades under 
the monarchy and the Weimar Republic bought prospective building land, 
wherever it was cheap, in order to fight land speculation by competition. 
This accumulation of a public land reserve had been stopped in the Nazi 
period and was not resumed after the war. In 1960 the supply was ex- 
hausted. And this together with the Federal Building Law gave land 
speculation a free field. 

But the Constitution also has an article about equality of rights. One 
of the highest judges makes use of it in the following declaration about 
land prices: “Social considerations with the aim of keeping land prices low 
have no basis in our Constitution. In our State everybody has a right to 
equal treatment. ‘Thus social obligations of the community cannot be 
fulfilled at the expense of individuals, but only from the tax revenues to 
which every citizen contributes.” And he warns that anybody who 
touches this principle may destroy the whole guarantee of private property 
given in the Constitution. 
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This eminent lawyer neglects the social obligation of all property, 
though it is clearly stated in the Constitution, but not yet made effective by 
Jaws. The absence of such laws apparently makes this social obligation 
non-existent as far as the law is concerned. At any rate the practice in 
lawsuits over the price of land is to decide in favor of the original owner, 
i.e. the new owner has to pay the full land price estimated to have pre- 
vailed at the time of the decision of the court. 

Such decisions, which are the rule now, hinder the work of the city 
and country planners and even prevent order in the regulation of land 
use from being realized. 

It is therefore natural that many planners and other land experts should 
unite with those social reformers who have shown again and again that 
the value of land is community-created and that therefore the social obliga- 
tion of the landowners should at long last be required by law. They are 
joined by many non-political organizations such as the churches. In the 
Encyclical “Populorum Progressio” of March, 1967, Pope Paul VI wrote: 
“The right of land ownership and of free bargaining in land are sub- 
ordinated to the fundamental right of man to obtain the necessities of 
life. In the face of the fundamental claim of the common weal there is 
no unconditional right of land ownership.” 

It is, however, not easy to propose effective laws that are certain not to 
shake economical and political life. The attempts to suppress or at least 
tame land speculation are legion in the western countries. Most of them 
are near a partial or total confiscation of the increment of land values at 
the moment of selling land. In Germany there was once a group of 
land reformers under Adolf Damaschke. They knew Henry George’s land 
value tax and that it was just being substituted for the old real estate tax 
in some Anglo-Saxon countries and in Denmark. But they clung to John 
Stuart Mill’s increment tax which in the end proved ineffective wherever 
it was introduced. They did not see that it is a contradictio in adjecto 
first to allow land speculation and then to skim its profits by taxation. 
Nevertheless they had a remarkable success in Kiautschou, about which 
Miss V. G. Peterson reports in Land Value Taxation Around the World? 
The form of land tenure was a combination of a privilege to exercise 
administration, coupled with a land price tax and a super-imposed annual 
increment tax. Practically it was very near a genuine land value tax, in 
which the periodical revaluations were replaced by a progressive annual 
increment tax. But the effect was the same. In Kiautschou no land 
speculation arose. The Japanese accepted this form of land tenure and 


2 Loc. cit., New York: Robert Schalkenbach Foundation, 1955, pp. 200—~1. 
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adopted it in their other continental provinces. The model of Kiautschou 
gives hints on how to fight land speculation successfully. 

Then the author sketches his two combined proposals, the land storing 
authorities—Americans call these land banks—and land value taxation. 

Land speculation has its most dangerous effect in the areas which are 
of interest to country and city planning. Here the land bank authorities 
can directly fight land speculation. They must be given the sole right of 
buying prospective building land at a price that corresponds to the present 
use. They alone must be allowed to transform raw land into building 
land. On the other hand they must have the duty to return this new 
building Jand to the private sector at a price that only defrays the costs. 
When this is done it will no longer be possible to exact high initial prices 
at the first development of urban Jand. And in the parts of the cities 
that must be torn down and redeveloped it will also be impossible for 
speculators to demand high prices which frustrate all efforts at city 
planning. 

The idea of setting up a land bank is of course a restriction of the free 
land market. But practical policy is nowhere a handbook of /aisser faire 
policy, but a compromise. Thus it has already found its place in the law 
for furthering city planning and building. It may be compared to the 
provision for setting up bonded warehouses for imported goods, or for 
goods serving as loan collateral. 

Land value taxation, the author holds, since it must be assessed on the 
basis of the estimated value of the site apart from buildings and other im- 
provements, requires revaluation at short intervals because of the natural 
instability of land prices in a dynamic economy. The valuation is to be 
carried out just as it is done now in the valuation of real estate with the 
assistance of the sworn testimony of experts and other techniques of the 
appraisers of the cities and the Laender who deal with valuable property. 
No new authorities, no essentially new working methods! The ascertain- 
ment of the land value will be facilitated by the previous work of the 
expert committees, by land value maps, and by introducing self-assessment 
according to the Danish model. 

Land value taxation is in most Anglo-Saxon countries and in Denmark 
the main municipal tax. Its introduction in Germany would require 
transforming the present real estate tax into a genuine land value tax. 
The author is sure that according to the experience in other countries its 
characteristic side effects will take place, ze. that the owner would im- 
prove his property without the fear of being afterwards punished by 
taxation, and that land speculation would be discouraged, because unused 
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and underused Jand, the realm of speculation, would be taxed substantially 
for the first time. Appendix 8 is a draft of a law which would realize 
his proposals. ` 
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Political Autonomy and Economic Dependence 
in an All-Negro Municipality* 


By INGO WALTER and JOHN E. KRAMER 


TEN POLITICALLY AUTONOMOUS all-Negro municipalities exist today in 
the United States. They are so classified by having a population in 
excess of 1000 residents identified as over 95 per cent Negro, and by 
being geographically and politically distinct entities, separate from con- 
tiguous communities? Each of these communities may thus be distin- 
guished from other—frequently much larger—Negto concentrations in 
that it is a self-governing unit with an attendant Negro political apparatus 
and power structure. 

Economic conditions found in these Negro municipalities, as well as the 
nature of the regional economies within which they lie, differ markedly 
from one another. A number of common characteristics do emerge, how- 
ever, one of which seems to indicate that political independence may sub- 
stantially increase the economic dependence of the Negro community upon 
surrounding—usually predominantly White—political units. By examin- 
ing one such community, we hope to indicate the manner in which this 
development may come about, a development that could prove to be of 


* This paper is the outgrowth of research supported by a grant from the Welfare 
Administration, U.S. Department of Health, Education and Welfare. 

1 Harold M. Rose, “The All-Negro Town: Its Evolution and Function,” Geographical 
Review, July, 1965, pp. 363-81. 

< [he ten politically independent all-Negro communities identified as such are (ie- 
gether with their respective dates of incorporation): Brooklyn, Ilinois (1874); Mound 
Bayou, Miss. (1898); Robbins, Illinois (1917); Lawnside, N.J. (1926); Fairmount 
Heights, Md. (1927); Glenarden, Md. (1939); Lincoln Heights, Ohio (1946); Urban- 
ce Ohio (1947); Kinloch, Mo. (1948); and Grambling, La. (1953). See Rose, 
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increasing importance as Negroes gain political dominance in well-defined 
areas of the U.S., particularly in some of the central cities. 

This paper focuses on Kinloch, Missouri. With a population esti- 
mated at slightly over 7,000 in 1967, Kinloch is the third largest all-Negro 
municipality in the nation. We shall address ourselves in particular to 
questions of education, manpower, municipal services, problems of in- 
dustrial location, and we shall attempt to compare existing and prospective 
economic conditions faced by Negroes in this type of environment with 
those confronting their counterparts in urban ghettos. 


I 
The Background 

KINLOCH IS LOCATED in the northwest section of suburban St. Louis 
County, Missouri, approximately seven miles west of St. Louis City 
limits. It is surrounded by the communities of Berkeley and Ferguson, 
two White middle-income residential towns, each substantially larger than 
Kinloch in terms of both population and geographic size. Its population 
takes in approximately one-third of all Negroes living in St. Louis County 
(population 750,000). Kinloch is very sharply separated from its 
neighbors. Apart from one main and several secondary access routes, a 
series of streams, vacant lots and fences serve effectively to seal the com- 
munity off from its neighbors. With the exception of one relatively small 
business section, Kinloch is entirely residential in character.’ 

The origin of Kinloch as a Negro community has been traced back to 
the 1890’s when the region was still predominately farmland. Several 
White real estate agents purchased a large tract of land and advertised it 
for sale as a subdivision to Negroes in the city of St. Louis at approxi- 
mately $50 per 25-by-100-foot lot. Lacking the necessary financial re- 
sources to have homes constructed, the Negroes attracted in this manner 
pooled their efforts to construct shanties on the newly acquired property 
and to lay out unpaved streets providing access to their homesites. With 
relatively modest mortgages on the land and with the possibility of raising 
at least some of their own food, the Negroes found their new situation— 
rudimentary as it was—-decidedly superior to city ghetto life. An added 
incentive inhered in its similarity to the conditions that existed in the 
rural South, the geographic origin of all Negroes in the St. Louis area. 

By the early 1930's the Negro population in the area of what is now 


3 A 1963 survey found 92 per cent of the buildings to be residential, 4 per cent com- 
mercial, and 4 per cent a combination commercial~residential character. Source: St. Louis 
County Health Department, “Sanitary Survey Report, City of Kinloch,” November, 1963. 
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Kinloch had grown to around 1,500 and soon expanded to over 4,000 as 
additional tracts of land were subdivided and advertised for sale in the 
city. Politically the area remained unincorporated. With the surrounding 
White population growing nearly as rapidly, a school district common to 
the entire area was created—with “separate but equal” facilities for Whites 
and Negroes—governed by a three-man school board. Due to their 
numerical strength, it was not long before the Negroes were able to elect 
one member to the school board, and after a great deal of agitation on his 
part concerning the de facto inequality of the Negro schools, the Whites 
withdrew from the school district and incorporated themselves as the City 
of Berkeley in 1938. The Negroes were left to their own devices. 

The Negro population of the area continued to grow over the next 
decade. The residents ran their own school system as best they could 
under extremely stringent financial conditions. A few essential services, 
such as comparatively meager police protection, were provided by St. 
Louis County. In an attempt to seek a basic improvement in their situa- 
tion, the citizens of Kinloch in 1948 petitioned for incorporation and were 
granted a charter as a fourth-class city subject to the regulations of the 
state of Missouri. In March, 1949, approximately 2,000 residents pe- 
titioned for disincorporation, charging that there was insufficient taxable 
property upon which to base the new town’s operating costs: assessed 
valuation was slightly under $1 million and the tax rate was $0.75 per 
$100 of assessed valuation. However, the town’s first political leaders 
fought bitterly against disincorporation, and the order for disincorporation 
was overruled on a technicality by the Missouri Supreme Court. Suffering 
from a lack of financial resources, the dissenters did not renew the fight.‘ 

In terms of location, Kinloch’s 554 acres are extremely well situated. 
The city is adjacent to major arterial highways which facilitate commuta- 
tion to the employment centers of the St. Louis metropolitan region. Sev- 
eral of the area’s foremost employers are located in the immediate vicinity 
—and this has been a major factor in the rapid growth of the surrounding, 
predominantly White, residential communities. Public transportation, 
however, is inadequate, and this fact proves to be a great deal more bur- 
densome to Kinloch residents than to the more affluent citizens of the ad- 
joining towns. One bus line connects Kinloch in an east-west direction 
with the city of St. Louis, but the line is of rather limited usefulness for 
both commutation and shopping because places of employment and retail 
centers are widely scattered. 

Kinloch has a mayor-council form of government. The part-time mayor 


t See John E. Kramer, “The Other Mayor Lee,” Focus Midwest, Vol. 5, No. 35, pp. 
19-23, 
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and ten councilmen are elected biennially, with unlimited succession, iñ 
non-partisan elections under the state charter. As state law requires, the 
town provides virtually all of its own municipal services, including police 
and fire protection; a few others are supplied by St. Louis County and by 
area-wide service organizations such as the Metropolitan St. Louis Sewer 
District. 


It 
Economic Conditions 
KINLOCH CONSTITUTES AN AREA of striking poverty in comparison with 
the surrounding communities, as is evident from the data presented in 


Table 1 
COMPARATIVE INCOME DATA, 1959 

Family Income Census Census St. Louis 
(All Families) Kinloch Tract 0127 Tract 0129 County SMSA 
Less than $1000 15.9 0.5 1.1 1.8 3.8 
$ 1000-—$1999 18.3 14 0.4 2.4 5.4 
$ 2000-$2999 14.8 2.8 2.4 3.0 5.9 
$ 3000~-$3999 12.8 3.7 3,0 4.1 7.2 
$ 4000-$4999 16.7 8.7 3.i 7.2 10.5 
$ $000—$5999 8.6 15.8 16.6 12.2 13.8 
$ 6000—$6999 3.8 14.8 17.8 13.1 12.5 
$ 7000-$7999 3.6 17.7 15.5 12.0 10.2 
$ 8000-$8999 1.5 11.1 8.4 10.1 8.1 
$ 9000-39999 1.2 8.4 11.1 7.6 537 
$10,000 and over 2.7 15,0 14.7 26.7 16.9 
Total 100.0 100.0 100.0 100.0 100.0 
Median family income $3075 $7124 $6981 $7527 $6275 
Median income for l 

families and unrelated 

individuals $2565 $6741 $6845 $6979 $5489 


Source: Bureau of the Census, U.S. Department of Commerce, Census of Population, 1960. 


Table 1. Median incomes are significantly lower than those prevailing in 
the neighboring towns. In 1959 the median family income in Kinloch 
was $3075, compared with $7124 and $6891 in the two connecting census 
tracts, and with $7521 and $6275 in St. Louis County and the Standard 
Metropolitan Statistical Area, respectively. Only 9 per cent of Kinloch 
families had incomes of over $7000 in 1959, while fully 61.8 per cent had 
incomes of under $5000. Welfare Department reports indicate that 538 
of the 1,346 Kinloch families (37 per cent) received some form of public 
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assistance during 1964.5 Whereas these income figures certainly rose from 
1959 to the present, even in real terms, little evidence can be found to 


Negro Negro Negro Census Census Total Total 
St. Louis St. Louis SMSA Tract Tract St.Louis SMSA 
County City 0127 0129 County 


Families 85.9 82.7 84,9 43.2 44.0 40,9 49.0 
Families and 

unrelated individuals 94,9 87.2 90.1 38, 

5 


1 37.5 36.8 46,7 
Difference —9,0 -4.5 —5.,2 1 6.5 


4.1 2.3 


suggest that any significant change occurred in Kinloch family incomes 
relative to the adjacent white areas or to their notably skewed distribution 
toward the low end of the range of possible income levels. 


Table 2 
COMPARATIVE NEGRO INCOME DATA, 1959 
(per cent) 
Negro Negro 

Family Income St. Louis St. Louis Negro 
(All families) Kinloch County City SMSA 
Less than $1000 15.9 10.8 10.8 12.1 
$ 1000-—$1999 18.3 14.7 14.2 15.0 
$ 2000—$2999 14,8 15.8 14.5 14.1 
$ 3000-—$3999 12.8 15.0 14.6 14.2 
$ 4008-—$4999 16.7 15.4 14.2 14.4 
$ 5000-—$5999 8.6 9.7 10.9 10.5 
$ 6000-—$6999 3.8 5.6 6.7 6.6 
$ 7000—$7999 3.6 4.2 4.5 4.2 
$ 8000—$8999 1.5 2.8 3.2 2.9 
$ 9000—$9999 1,2 1.3 2.1 2.0 
$10,000 and over 27 4,7 4.3 4.1 
Total 100.90 106.6 100.6 160.0 
Median family income $3075 $3578 $3718 $3622 
Median income for families 

and unrelated individuals $2565 $2703 $2941 $2847 


Source: Bureau of the Census, U.S. Department of Commerce, Census of Population, 1960. 


As is shown in Table 2, Kinloch family incomes also do not compare 
favorably with incomes among other Negroes in the St. Louis area. They 
are substantially lower than Negro incomes in St. Louis County, the city 
a St. Lets, end the Standard Meirapelitzn Statistical Aree tn peneral, Tt 
is intercsting to note, however, that the difterence in family mcomes De- 

5 The 538 cases were broken down as follows: Aid to dependent children 235, old-age 


assistance 168, partially and totally disabled 94, aid to blind 9, and general relicf 32. 
Source: Health srd Welfare Council of Metropolitan St. Louis, June 28, 1966. 
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tween (a) Kinloch residents and (b) Negroes in other areas is much 
greater than the corresponding difference in incomes for families and 
unrelated individuals. Yet the reverse is true—the difference in incomes 
of families and unrelated individuals exceeds the difference in family in- 
comes alone—in the Negro-White comparisons drawn in Table 1.° The 
reasons for this, as we shall delineate below, have to do both with differ- 
ences in the labor force participation rate and differences in employment 
characteristics. 

Again, in spite of the fact that no reliable income data are available 
for the post-1960 period, we find little evidence indicating that the rele- 
vant relationships indicated by these data have changed to any significant 
degree. 

Along with extraordinarily low family incomes, Kinloch is characterized 
by predominantly substandard housing. Of the 1,760 dwelling units, 780 
were classified as deteriorating and another 331 as dilapidated in 1960. 
A total of 63.6 per cent of Kinloch housing was thus considered sub- 
standard by Census enumerators, compared with 6.4 and 5.0 per cent, 
respectively, in the two adjoining Census tracts and 16.8 and 7.3 per 
cent, respectively, in the SMSA and St. Louis County. Over half of the 
dwelling units in Kinloch were constructed before 1940 and approxi- 
mately 56 per cent were valued at less than $5000. In contrast with 
similar though somewhat less dramatic substandard housing in Negro 
urban areas, however, the percentage of home ownership in Kinloch is 
relatively high. Fully 59.7 per cent of all occupied dwelling units in 
1960 were owned by their occupants, and about 80 per cent of all Kinloch 
families live in their own homes. 

In recent years some noteworthy improvement has been made in Kin- 
loch housing, with the construction of one major public housing project 
comprising 250 units and several privately financed middle-income de- 
velopments around the periphery of the town. While approximately 90 
per cent of the households did not have sanitary sewers as of 1965, and 
14 per cent were lacking running water, substantial outside assistance has 
permitted significant progress to be made in these areas also, as we shall 
illustrate below.’ 

While the data on incomes and housing are perhaps discouraging, Kin- 
loch Negroes are not subject to one of the problems often ascribed to 


® We can illustrate this point by taking Kinloch incomes for (a) families and (b) 
families and unrelated individuals as a per cent of the corresponding figures for the areas 
being compared, as follows: 

T St. Louis Human Development Corporation, “Kinloch Community Action Plan and 
Sewer Project Proposal,” March, 1965. 
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urban ghetto dwellers: exploitation by local shopkeepers. It has been 
alleged that the actual prices paid by the urban poor for durables and 
nondurables alike are significantly higher than those paid by middle-income 
groups due to spatial retail monopolies and poor-risk credit buying.® 
Little evidence of this is found in Kinloch, evidently because of the high 
degree of competition provided by outside retailers, predominantly large 
food chains and discount houses. In fact, most Kinloch shopping is done 
outside the city limits and indigenous retailers have a great deal of diff- 
culty remaining in business and making a living under these conditions. 
In addition, a very broad, informal used-goods market appears to exist—a 
characteristic common to all depressed areas but one often overlooked by 
poverty researchers. Few in Kinloch lack the bare necessities of life, but 
equally few are satisfied with the state of their economic affairs. Accen- 
tuating their dissatisfaction is the obvious contrast between Kinloch and 
the surrounding White suburbs, which is substantially more vivid than that 
confronting urban ghetto residents. 

Along with low incomes and poor housing, Kinloch is faced with an 
inadequate social and economic infrastructure. Elected town officials serve 
on a part-time basis and possess few qualifications for public office in terms 
of administrative ability. This is even more true of the full-time municipal 
employees. Kinloch public schools are of poor quality by almost any 
yardstick. The schools were considered so inadequate that the state re- 
fused to rate them until 1964 when they were given an A rating, com- 
pared with AAA ratings for virtually all St. Louis County schools. Stu- 
dent-teacher ratios are high, discipline is lacking, and the qualifications 
and salaries of teachers and administrators—most of whom live outside 
Kinloch, although all are Negro—are substandard. Gross total school 
expenditures per student during the 1965 fiscal year came to $367.03 in 
Kinloch, compared to $574.20 and $533.60 for the two adjacent school 
districts, and $666.39 for St. Louis County as a whole.® In contrast, Kin- 
loch’s overall property tax charge of $5.87 per $100 of assessed valuation 
in 1966 is the highest of any school district in the metropolitan area.?° 
The reason, of course, is the extremely low tax base, which we shall analyze 
in greater detail below. However, we may note here that in terms of 
assessed valuation per capita the Kinloch school system has averaged 


“See, fur example, David Caplovitz, The Poor Pay More (Glencoe, UL: Tiree Press, 
1963). 

® See George Vossbrink, Superintendent of Schools, St. Louis County, “14th Annual 
Report to the St. Louis County Board of Education,” October 1, 1965. 

10 Data: Department of Revenue, St. Louis County, Missouri, July, 1967. 
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about one-third of that characterizing all communities in the state of 
Missouri. Kinloch’s was second lowest in 1962.11 

Street maintenance in Kinloch is backward, with one-third of all streets 
unpaved and an almost total lack of sidewalks.1? Until recently street 
lighting also was absent. This problem was partially solved by the orga- 
nization of local “light clubs,” which apportioned the cost of street-lighting 
installation among property owners on the basis of frontage, after the town 
found it could finance the installation of lighting only on street corners. 
Other municipal services are equally rudimentary.’ Law enforcement is 
inadequate as provided by the municipal government. Policemen are 
underpaid, work extremely long hours, and receive virtually no training, 
and the police force is perpetually understaffed. Many public administra- 
tive functions are carried out by largely incompetent personnel, and the 
town has operated without a municipal budget for years.14 The resultant 
financial chaos and political scandals periodically shake the confidence of 
residents, but little tangible progress has been made in fundamentally 
improving the situation. Fire protection, by way of contrast, is adequate, 
with the volunteer fire department the source of great enthusiasm—from 
a social and service point of view—among Kinloch men. In general, 
however, the state of public administration in Kinloch may be described 
as operating under conditions of ‘‘scarcity-politics,” with the chronic lack 
of funds and adequately trained personnel precluding any basic improve- 
ments in municipal services. 

By way of contrast, social services provided by outside private and 
public agencies are readily available and quite comprehensive. Religious 
groups are extremely active, scouting is well recetved by parents and chil- 
dren alike—although hampered by a lack of volunteer leadership—and 
the operation of the YMCA and YWCA is widely regarded as successful. 
The St. Louis Planned Parenthood Association has made substantial efforts 
in the community, including establishment of a nearby clinic. In 1964 
the approximately 6,800 Kinloch residents had 2,150 service contracts with 
twenty-three United Fund agencies, of which 1,099 were with the Red 


11 Source: A report issued in September, 1962, by the certified public accounting firm 
of Ernst & Ernst. 

12 In 1963, 92 per cent of Kinloch’s streets were found to be inadequate. St. Louis 
County Health Department, op. cit., p. 9. 

13 For example, 61 per cent of Kinloch dwellings did not have trash containers, laing 
to inordinate accumulation and rat infestation, according to the County Health Depart- 
ment Survey, op. cit. (p. 11). 

14 A municipal audit in 1962 by a certified public accounting firm pointed this out 
with great clarity, finding it impossible to make sense out of a maze of improper or non- 
existent records, unrecorded transactions, and conflicting bookkeeping procedures. 
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‘Cross and 589 were with the YWCA. The St. Louis County Health 
Department, the Family and Children’s Service of Greater St. Louis, as 
well as various other private agencies and local universities, also provide 
a wide range of services to Kinloch residents. In spite of the substantial 
and increasing breadth and depth of services provided Kinloch residents, 
the combination of the programs has been able to do relatively little to 
propel the community toward sustained economic growth. 

An attempt at a concerted effort in this direction is represented by the 
Kinloch Gateway Center, the local office of the St. Louis Human Develop- 
ment Corporation, which in turn is the regional arm of the U.S. Office of 
Economic Opportunity. With a staff of about thirty it has initiated a 
large and, in the opinion of some, excessive number of programs. Some, 
such as “Operation Head Start,” have been relatively popular, while others 
have aroused some public resentment. In particular, Kinloch residents 
have charged that the local OEO staff, all of whose members are Negroes, 
was recruited largely outside of Kinloch and that its operations were too 
closely allied to the political manipulations of the mayor. The local OEO 
Operations remain a source of controversy, although dissatisfaction con- 
tinues to stem mainly from the administration of programs, not with the 
programs themselves. 

Yet even these infusions of outside assistance on a relatively massive 
scale, while attacking some of the symptoms of the dilemma, have not 
succeeded in alleviating Kinloch’s relative economic stagnation. If any- 
thing, they have enhanced the real and imagined dependence of Kinloch 
residents upon outside aid. As a residential, suburban community, its 
economy is almost entirely dependent upon the success of its people in the 
broader metropolitan job market. In spite of local political autonomy, 
Kinloch’s Negroes therefore face precisely the same problems as do their 
counterparts in a more urban setting operating under municipal govern- 
ments dominated by Whites. As will become evident in what follows, their 
problems are in many respects even more severe. 


III 
Labor Force Patterns 
ACCORDING TO THE 1960 CENsuUS of Population, 41.7 per cent of Kin- 
loch residents were under fifteen years of age and another 8.2 per cent 
were sixty-five or over. This total of approximately 50 per cent in the 
generally non-productive age groups compares with 41.5 and 38.7 per 


15 Health and Welfare Council of Metropolitan St. Louis, 
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cent, respectively, for the two adjacent Census tracts and 40.5 per cent 
for St. Louis County as a whole. The difference is even wider when 
males alone are considered. Fifty-two per cent of Kinloch males fall into 
the generally non-productive age groups. If we consider the extremely 


Table 3 
KINLOCH LABOR FORCE COMPARISONS 


Census Census St. Louis 
Kinloch Tract 0127 Tract 0219 County 


Male population 14 years and over 1815 3173 2239 228,430 
Labor force 1057 2734 1941 189,808 
Per cent of total 59.2% 86.2% 86.7% 83.1% 

Civilian labor force 1057 2721 1937 189,323 
Employed 965 2660 1898 185,255 
Unemployed 92 61 39 4,068 
Per cent unemployed 8.7% 2.2% 2.0% 2.1% 

Not in labor force 758 439 298 38,622 
Per cent not in labor force 41.8% 13.8% 13.3% 16.9% 

Female population 14 years and over 2106 3623 2216 250,125 
Labor force 525 1231 766 80,290 
Per cent of total 24.9% 34.0% 34.6% 32.1% 

Employed 488 1181 718 77,945 

Unemployed 37 50 48 2345 
Per cent unemployed 7.0% 4.1% 6.3% 2.9% 

Not in labor force 1581 2392 1450 169,835 
Per cent not in labor force 75.1% 66.0% 65.4% 67.9% 

Married women in labor force with 
husband present 3390 823 548 47,108 

Per cent of total in labor force 62.9% 66.9% 71.5% 58.7% 
With children under 6 years 133 146 100 8161 

Per cent of married women in labor force 40.3% 17.7% 18.2% 17.3% 


Source: Bureau of Census, U.S. Department of Commerce, Census of Population, 1960. 


high unemployment rate among Negro youth, particularly those failing 
to complete high school (17.5 per cent of those enrolling), we find only 
38.2 per cent of Kinloch males remaining in the twenty to sixty-four age 
bracket. The corresponding composite male and female figure for Kinloch 
is 41.4 per cent, compared with 52.4, 52.8, and 53.3 per cent for the two 
neighboring Census tracts and St. Louis County, respectively. 

Partly as a result of this unfavorable population age-distribution, Kin- 
loch is faced with an inordinately low labor force participation rate among 
males, which is also true to a lesser extent among females. ‘These com- 
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parisons are presented in Table 3 and show that 41.8 per cent of Kinloch 
males and 75.1 per cent of Kinloch males and 75.1 per cent of females 
were classified as not in the labor force in 1960, compared with much 
lower figures for neighboring White areas and St. Louis County as a whole. 
Table 4 
NEGRO LABOR FORCE COMPARISONS 


St. Louis St. Louis 
Kinloch City County SMSA 
Male population 14 years and over 1815 62,878 6100 86,701 
Labor force 1057 45,339 4061 60,844 
Per cent of total 59.2% 72.1% 66.6% 70.2% 
Civilian labor force 1057 45,238 4059 60,412 
Employed 965 41,194 3785 $4,229 
Unemployed 92 4044 268 6184 
Per cent unemployed 8.7% 8.9% 6.6% 10.2% 
Per cent not in labor force 41.8% 27.9% 33.4% 29.8% 
Not in labor force 758 17,539 2039 25,857 
Female population 14 years and over 2106 77,118 6807 104,957 
Labor force 525 32,236 2625 40,892 
Per cent of total 24.9% 41.8% 38.6% 39.0% 
Employed 488 29,068 2491 36,712 
Unemployed 37 3168 134 4180 
Per cent unemployed 7.0% 9.8% 5.1% 10.2% 
Not in labor force 1581 44,879 4182 64,066 
Per cent not in labor force 75.1% 58.2% 61.4% 61.0% 
Married women in labor force with 
husbands present 330 14,075 1221 18,330 
Per cent of total in labor force 62.9% 43.79% 46.5% 44.8% 
With children under 6 years 133 3887 328 4988 
Per cent of married women in labor force 40.3% 27.6% 26.9% 27.2% 


Source: Bureau of Census, U.S. Department of Commerce, Census of Population, 1960. 


The overall Kinloch labor force participation rate actually fell from 70.4 
per cent in 1950 to the 59.2 per cent level recorded in 1960. 

More striking, however, is the fact that Kinloch labor force participa- 
tion rates also are lower than those in other Negro areas. Kinloch’s male 
labor force participation rate of 59.2 per cent compares with 72.1, 70.3, 
and 70.2 per cent, respectively, for Negroes in the city of St. Louis, the 
remainder of St. Louis County, and the Standard Metropolitan Statistical 
Area.1¢ The same general pattern to a somewhat smaller degree holds 
true for females, as Table 4 demonstrates. 


16 The figure for the remainder of St. Louis County was derived by applying the 
Kinloch rate (59.2 per cent) to the total Negro rate for St. Louis County (66.6 per 
cent), assuming Kinloch encompasses one-third of the Negro population of the county. 
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Added to a comparatively unfavorable age-distribution of population 
and a low labor force participation rate is high unemployment. Among 
males the unemployment rate in Kinloch during 1960 was over four times 
the average for St. Louis County: 8.7 per cent versus 2.1 per cent—and 
2.2 per cent and 2.0 per cent, respectively, prevailing the adjoining census 
tracts. Unlike labor force participation however, Kinloch male unemploy- 
ment was somewhat less serious than among Negroes in St. Louts city or 
the SMSA: 8.7 per cent versus 8.9 and 10.2 per cent, respectively. 

The same general pattern held among females. Unemployment in 
Kinloch was higher than in the surrounding White areas but not by as 
much as in the case of males. And it was lower than among Negroes in 
St. Louis city and the SMSA. Interesting, though, is the fact that the 
proportion of women in the labor force whose husbands are present is 
lower in Kinloch than in the surrounding middle-income white commu- 
nities but significantly higher than in other Negro areas of the metro- 
politan region. On the other hand, the proportion of Kinloch women in 
the labor force with children under six years of age is substantially higher 
than in either Negro or white areas, more than twice that obtaining in the 
latter instance. 

The point is often made that a major factor in Negro society is the 
necessity for women to enter the labor force and take jobs because of low- 
paid or unemployed husbands. ‘This situation appears from all indica- 
tions to be much more true for Negro residents of the city of St. Louis 
than for Kinloch. About 42 per cent of the total Negro labor force in 
the city are women, yet the 33 per cent figure for Kinloch is only slightly 
higher than the average of 31 per cent for surrounding White areas. It 
may well be that this has contributed to a more stable family structure in 
Kinloch than that prevailing in the urban ghettos of the region. This 
could in part have been forced by the inadequacy of public transportation 
in the suburban area, which may have discouraged significant numbers of 
women from even entering the labor force.17 

Noting that Kinloch problems may in part be attributed to factors affect- 
ing labor force participation and employment, we also find—proceeding 
one step further—a highly unfavorable occupation distribution among 
those employed, both male and female. The Kinloch distribution is 


17 The overall unemployment rate among Kinloch residents fell from 10.1 per cent in 
1950 to 8.7 per cent in 1960, although a roughly parallel development in White areas 
indicate that this was nothing more than a reflection of the prevailing economic situation. 
In 1966 it was estimated that 993 individuals were unemployed out of a population of 
about 7,000. 
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skewed toward the low-skill, low-wage occupations even in comparison 
with urban Negroes in the area. 

Referring to Table 5, we note that by far the largest occupation cate- 
gory in Kinloch among males is that of laborer: fully 34.2 per cent of the 
male labor force. This compares with rather negligible percentages in 
White areas and significantly lower percentages among other Negroes in 


Table 5 
MALE OCCUPATION CHARACTERISTICS 
(per cent) 
Negro Negro 
Census Job Census Census St.Louis St.Louis St. Louis 
Category Kinloch Tract 0127 Tract0129 County County City 
Professional, 

Technical 0.8 11.3 10.2 15.1 5.5 3.6 
Managers, Officers 2.9 8.8 6.1 15.5 2.6 1.9 
Clerical 3.5 11,1 12.2 9.0 5.8 8.2 
Sales 0.9 7.9 8.3 11.2 1.3 1.6 
Craftsmen, Foremen 7.9 28.2 29.5 21.5 9.2 7.7 
Operatives 19.5 18.7 21.9 15.3 19.7 22.2 
Private Household 0.3 0 0.2 0.1 2.6 0.6 
Service (except 

household) 17.2 4.5 3.8 3.8 18.6 19.0 
Laborers 34.2 3.4 3.6 3.8 28.1 19.2 
Not reported 127 6.1 4.2 4,6 6.6 16.0 
Totals 100.0 190.0 190.0 100.6 100.0 100.9 


Source: Bureau of Census, U.S. Department of Commerce, Census of Population, 1960. 


St. Louis County and city, 25.1 and 22.2 per cent, respectively.1® By way 
of contrast, only slightly over half of Kinloch males fall into skilled job 
categories, compared with 64 per cent for city Negroes and virtually all 
of the employed in adjoining White areas. 

A similar general pattern emerges among females. Fully 39.3 per cent 
are classified as being in private household service, compared with 2.26 
per cent for Negro females in the city. This reflects the distribution of 
private households employing domestic help, which has tended to be in- 
creasingly centered west of the city, as well as the prevailing public trans- 
portation routes. Females employed in clerical and sales occupations, the 
predominant category among Whites, are relatively small in number as 
Table 6 shows, reflecting the unfavorable distribution of employers as 


18 For the calculations on the percentage for the remaining Negroes in St. Louis 
County, see footnote 16. 


238 The American Journal of Economics and Sociology 


well as the low order of skills among Negro women. The female em- 
ployment pattern for Kinloch approximates that of Negro women in 
other parts of the metropolitan area much more closely than the related 
distribution for males. 


Table 6 
FEMALE OCCUPATION CHARACTERISTICS 
{per cent) 
Negro Negro 
Census Job Census Census St.Louis St.Louis St. Louis 
Category Kinloch Tract 0127 Tract 0129 County County City 
Professional, 

Technical 3.9 12.9 8.4 13,9 8.9 9.0 
Managers, Officers 0.6 2.8 2.8 3.6 0.8 1.1 
Clerical 7.6 39.4 39.0 40.1 6.3 8.6 
Sales 4,3 13.6 9,7 10.7 1.6 2.0 
Craftsmen, Foremen 0 0.9 11 1.3 0.2 0.7 
Operatives 57 12.3 12.1 10.0 4.5 13.1 
Private Household 39.3 0.8 2.8 4,4 49.1 22.6 
Service (except 

household) 27.5 11.6 16.3 9.9 20.7 26.3 
Laborers 0 0 1.8 0.6 1.0 1.5 
Not reported 11.1 6.4 6.0 $5.6 6.9 15.3 
Totals 100.0 100.0 t00.0 190.0 100.0 190.0 


Source: Bureau of Census, U.S. Department of Commerce, Census of Population, 1960. 


There is some reason to expect that the relative employment distribu- 
tions may have shifted to a degree since the 1960 Census. When compar- 
ing the 1950 and 1960 job classification figures, we find the proportion of 
Kinloch residents in low-skill occupations declining. In 1950, 41.1 per 
cent of Kinloch Negroes were employed as laborers compared with the 
34.2 per cent 1960 figure. And the 39.3 per cent private household figure 
for females in 1960 compares with 47.7 per cent in 1950. Generally the 
1950-60 period saw a gradual redistribution of employment toward the 
higher-paid occupations, and it is reasonable to assume that this movement 
continued during the 1960-67 period. In terms of location, approxi- 
mately half of the Kinloch employed work in the city of St. Louis and 
the remainder work in St. Louis County, a pattern no different from that 
found in surrounding White areas. However, the incidence of public 
transportation use is somewhat higher among Kinloch residents and other 
Negroes, and the prevailing inadequacy of these services may therefore 
limit the effective employment alternatives facing them.7® 


19 Data: Bureau of the Census, U.S. Department of Commerce, Census of Population, 
1950, 1960. 
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* Kinloch unemployed receive more than adequate assistance in securing 
work. A permanent office of the Missouri Division of Employment Secur- 
ity was established in Kinloch in 1964, and it is centrally located in the 
City Hall. It has a staff of six individuals including a supervisor, two 


Table 7 
KINLOCH EMPLOYMENT REQUESTS AND PLACEMENTS 
FISCAL YEAR, 1966-67 


a 
iF) 
te: 
Employment H 5 EE: g a p 5 
Category u E 2 WS: n ü oug 
33 8 HE & Bu FS 80 
EA oO EB Q ug on Bo 
fa 8 = Y% SH SEES 
a fa Z Bs ay Be asoa 
Professional, technical, managerial 27 4.0 2 0.5 7.4 4.0 
Clerical 113 16.7 29 7.6 25.7 4.9 
Sales 14 2.1 6 1.6 42.9 2,1 
Domestic 38 5.6 48 12.6 126.3 13.4 
Other Service 219 32.4 138 36.2 63.0 20.6 
Farm, Fish., Forestry 11 1.6 2 0.5 18.2 0 
Craftsmen, foremen, & operatives 145 21.4 86 22.6 59.3 20.1 
Processing 22 (3.3) 20 (5.2) 90.9 
Machine 32 (4.7) 6 (1.6) 18.8 
Bench Work 27 (4.0) 32 (8.4) 118.5 
Structural 64 (9.5) 28 (7.3) 43.8 
Laborers and Misc. 109 16.1 70 18,4 64.2 34.9 
Total 676 100.0 381 100.0 100.0 


Source: State of Missouri, Department of Labor and Industrial Relations, Division of 
Employment Security, St. Louis Office. 


counselors, and two placement technicians. At this writing the office has 
an active file of 351. Out of 676 employment applications received during 
fiscal 1967, a total of 381 successful placements were made, a 56.4 per 
cent placement rate.?° 

As Table 7 shows, the applications were centered in the service and 
manufacturing trades, with clerical and unskilled occupations represented 
next in order of importance. Actual placements do not fully correspond 
to these employment requests, however, as would be expected. The latter 
are somewhat more heavily concentrated in the low-wage, low-skill occu- 
panions, pariteularly in domestic service and mannal lahor This refleis 


the aspirations of those seeking employment relative to their education and 


20 Missouri Division of Employment Security, William V. Fogler, manager, St. Louis 
Th, 2 ~~. EET 
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training, as becomes evident from the data on the per cent of applicants in 
each category placed. Significantly more placements than applicants oc- 
curred in domestic service and bench work, whereas the lowest placement 
rates were achieved in the professional-managerial category, clerical, and 
machine occupations. Note also that the actual employment distribution 
according to 1960 Census data corresponds relatively closely to the place- 
ment distribution for 196771 but not quite as closely to the application 
distribution.2? One significant point, however, is that the per cent placed 
as laborers is significantly lower than the percentage of all workers em- 
ployed in that category in 1960. This reflects in part the expanded oppor- 
tunities for Negroes in the metropolitan area, but it also corresponds to a 
basic structural shift in the regional economy. 

The degree of hard-core unemployment in Kinloch is difficult to esti- 
mate. We can suggest, however, that one-third to one-half of the unem- 
ployed may be so characterized, constituting approximately 3 to 4 per 
cent of the total labor force, perhaps between 100 and 150 individuals 
in 1967. 

In spite of its political autonomy, then, Kinloch is economically no better 
off—and in some respects much worse off—than urban Negro sections of 
the metropolitan area. It has few of the intellectual and public administra- 
tive resources that urban ghettos can draw on. In addition, many of the 
essential services normally provided urban Negroes by the cities are absent 
in Kinloch. The result is a level of living somewhat below that enjoyed 
by Kinloch’s urban counterparts, although the intangibles, both beneficial 
and detrimental, attending suburban living may change this picture some- 
what. Kinloch residents cannot escape the fact that they must function 
in the competitive regional economy and that the economic well-being of 
their community is almost entirely dependent on how well they fare in 
this context. 

In part Kinloch’s problems in this regard can be traced to the patterns 
of implicit or explicit racial discrimination that have existed among em- 
ployers in the metropolitan area. As we noted above, between 1950 and 
1960 a limited shifting of the occupational distribution away from the 
extremely low-paid end of the scale appears, reflecting in part increased 
opportunities for Negroes in the higher-paid manual occupations. After 
1960 this movement seems to have accelerated. Nevertheless the racial 
barrier still is widely known to exist particularly on the part of the craft 
unions, which have been notorious in the St. Louis area for their refusal 
to accept Negroes into their apprenticeship programs. As a result, the 


21 r2 = 0.5725, 
22 r2 = 0.4313, 
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occupations for which Kinloch males—particularly the youth—could 
qualify have been those into which entry has been most difficult for them. 

But racial bias is by no means the most important barrier to improved 
employment and income levels in Kinloch. Far more serious is the lack 
of education, both academic and vocational, on the part of Kinloch resi- 
dents. 


IV 
Human Resources 
UNDER CONDITIONS SUCH AS THOSE we have just outlined, education 
clearly is the key to economic advancement in Kinloch. This fact becomes 
even more apparent when the educational Jevels obtaining among Kinloch 
residents are compared with those characterizing other groups in the 
metropolitan area. 

As Table 8 illustrates, the educational distribution of the Kinloch popu- 
lation is substantially less favorable than the respective distributions of the 
surrounding area. Only 18.5 per cent had completed high school or 
achieved some higher educational level, compared with 40.6 40.0, and 
48.4 per cent in the adjacent Census tracts and St. Louis County, re- 
spectively. About 17.6 per cent of those enrolling in high school fail. 
to graduate. Kinloch, accordingly, also had a significantly lower median 
number of years of schooling completed. Perhaps significantly, Kinloch 
residents also had a less favorable educational distribution than other 
Negroes in the metropolitan area. St. Louis County Negroes not re- 
siding in Kinloch attend predominantly White suburban schools and 
possess a median of 8.9 compared with Kinloch’s 8.3 school years.28 Even 
in the city of St. Louis, where the racial mix in public schools is far from 
balanced, the Negro educational pattern appears more favorable. 

Significant progress is being made, as is evident from shifts in edu- 
cational attainment levels over the 1950-60 period. However, this prog- 
ress does not represent a closing of the educational gap between Kinloch 
Negroes, on the one hand, and surrounding Whites and other Negroes, 
on the other hand. Rather it appears that educational levels were rising 
across the board and that Kinloch’s improvement merely paralleled a 
general rise in the level of educational attainment. Again there is little 
reason to suspect that there was much deviation from this educational de- 
velopment path during the 1960 1967 period. Educational levels in 
Kinloch remain low, the primary obstacle to its economic growth—an 
obstacle not easily overcome. 
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It was noted earlier that Kinloch operates its own school system, com: 
posed entirely of Negro students and teachers, with a total enrollment of 
about 1,500. Until 1965 Kinloch had no kindergarten, and a number of 
preschool programs that were started eventually failed because of lack 
of funds. Almost 80 per cent of the enrollment is in the elementary and 
junior high school grades. Student-staff ratios, while they are high, are 
not significantly higher than those prevailing in the surrounding, predomi- 


Table 8 
COMPARATIVE EDUCATIONAL LEVELS 
(per cent) 
Highest number of school Census Census Negro Negro 
years completed by persons Tract Tract St.Louis St. Louis St. Louis 
25 years and over Kinloch 0127 0129 County County City 
None 0 3.8 0.3 0.2 0.9 3.0 2.6 
1—4 15.7 2.3 2.2 2.7 14.9 13.3 
Elementary 3-7 23.8 9.9 9.6 9.9 22.3 22.4 
8 21.3 23.4 22.9 29.2 17.9 16.9 
High School 9-11 17.0 23.4 25.0 17.9 19.2 21.1 
12 13.7 27.1 29.8 26.6 13.8 14.9 
College 13—15 3.6 8.3 6.4 10,2 4.5 5.3 
16 or 
more 1.2 5.2 3.8 11.6 4.4 3.4 
Median (Years) 8.3 10.8 10.8 11.7 8.6 8.7 


Source: Bureau of Census, U.S. Department of Commerce, Census of Population, 1960. 


nantly white school districts.2* About 12 per cent of Kinloch high school 
graduates enter college (compared with about 50 per cent in adjacent dis- 
tricts), partly because the high school offers only 3814 approved high 
school units (compared with an average of about eighty units in connecting 
districts) .25 

The problem, of course, is not only with the degree of exposure to edu- 
cation but with the quality of the educational experience available to the 
students as well. Teachers are underpaid and as a rule poorly qualified 
for their positions. Salaries average $1000 below the remainder of St. 
Louis County, which helps to explain a 20 per cent turnover rate. In 
1965 about 85 per cent of Kinloch students were below the national norm 
on standard achievement tests and the majority were two or three grade 
levels below the national average. Buildings and sanitary facilities are in 
deplorable condition, while schoo] administration, particularly relating to 
discipline, falls substantially short of what might be considered acceptable. 


- oe Vossbrink, Superintendent of Schools, St. Louis County, op. cit. 
Ibid. 
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Many Kinloch residents attempt to avoid the school system. A total of 
163 Kinloch elementary school children attended an adjoining school 
system, and another 191 enrolled at a Catholic parochial school in Kinloch, 
compared with the public school elementary enrollment of about 800. 
Moreover, during the past several years the school system has been hit by 
charges of incompetence and misallocation of funds. 

In 1962 the Kinloch School Board forced the then Superintendent of 
Schools to resign, after eighteen years on the job. A grand jury investiga- 
tion lent support to prior charges of insubordination, conflict of interest, 
tax evasion, and salary overpayments during a protracted period of time.?® 
An unaccounted absence of $37,000 of school funds, according to the 
school board, caused the Kinloch school system to be financially insolvent. 
The grand jury simultaneously rebuked the school board for having little 
or no control over, or knowledge of, the superintendent’s actions: “It 
appears that school board members in the Kinloch School District in the 
past have been ignorant of accepted school board business methods and as 
a result have been unduly influenced by the Superintendent of Schools. 
Evidence indicates that frequently the school board was nothing more 
than a rubber stamp for the Superintendent of Schools.”?7 Since that 
time there have been no further problems of this nature. However, 
irregularities in the administration of the schools continue to emerge. As 
recently as 1966 the State Auditor reported that “. . . certain accounting 
records pertinent to the examination were not available for review, con- 
sequently we were unable to determine the exact status of some funds or 
items due to this condition. ... Compensation was paid to teachers in 
excess of salaries stipulated in the teachers’ contracts . . . in violation of 
statutory and constitutional provisions.’’?8 

Basic to the problem of education in Kinloch is the extremely low tax 
base that serves as the financial underpinning of the school system. Total 
assessed valuation in 1966 was $3,124,609 which, given the tax charge of 
$242,298, yields a tax rate of $5.87 per $100 of assessed valuation, the 
highest in the metropolitan area.2? This represents $3103 of assessed 
valuation per pupil, less than one-fourth the average of all St. Louis 
County school districts. Moreover, assessed valuation would have fallen 


26 Unable to break his contract, the school board was forced to keep him on at a 
salary of $11,600 but relegated him to a dingy office in the men’s locker room of the 
high school. Due to lack of evidence, he was never convicted of criminal charges brought 
against dim. 

27 St. Louis County Grand Jury, “Report on the School District of Kinloch, St. Louis 
County, Missouri,” September 10, 1962. 

28 Report of Haskell Holman, State Auditor, for the fiscal year 1965-66. 

28 Department of Revenue, St. Louis County, Missouri, July, 1967. 
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substantially from 1962 to 1966 (from $3,932,690 to $3,516,390) if it 
had not been for a state program transferring utility and railroad property 
taxes to the municipalities in 1965. Added to the problem of an extremely 
low tax base is tax delinquency. Kinloch personal property and real 
estate taxes uncollected in any given year average between 16 and 30 per 
cent of that year’s tax charge (around ten times that in adjoining school 
districts), and the delinquency rate has been increasing substantially 
during the past several years. 

Revenue receipts per student amount to $391, compared with $572 and 
$557, respectively, for the two connecting school districts. Only 31.4 
per cent of these revenues represent local receipts—compared with 74.5 
and 70.4 per cent for the connecting districts—with the state providing 
55.0 per cent, St. Louis County 5.3 per cent, and the Federal Government 
the remaining 8.3 per cent of the available funds.3° Expenditure patterns 
in Kinloch approximate those obtaining in other area school districts, 
except that relatively large amounts are appropriated to building mainte- 
nance and administration and nothing is allocated for student health and 
transportation. Each expenditure item in terms of dollars per student is 
naturally substantially lower than in other, predominantly White school 
districts. 

While Kinloch residents have been surprisingly willing to assume an 
extraordinary tax burden for the sake of adequate schooling, operating 
revenues have not increased commensurately, partly due to the increased 
delinquency rate. There is little expectation, moreover, that the tax base 
will grow materially in the future. Kinloch business patterns are such 
that most of the retail trade is done outside the community. Hence 
Kinloch residents ironically help to support other, much more wealthy 
school districts. This fact, combined with the already high tax rate, 
yields a pessimistic outlook for future internally generated funds. Educa- 
tion in Kinloch, which appears to hold the key to economic advance, is 
therefore dependent upon continuance of substantial and increasing in- 
fusions of outside assistance or significant increases in the tax base available 
to the school system. A passing attempt at the former solution was a well- 
planned, federally financed $243,000 school upgrading project in part 
carried out by the University of Missouri in 1966, but probably without 
much lasting effect. It seems certain that the second solution is the only 
durable one offering some promise of success, and indeed it may require 
merger of the Kinloch school district with other districts—a politically 
difficult solution. 


30 George Vossbrink, op. cit. 
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V 
Economic Development 
WE HAVE STRESSED that in large measure improvements in the level of 
living of Kinloch residents hinge upon education. The barriers to occu- 
pational mobility are being removed, but the ability of Kinloch to take 
advantage of this is severely limited. Yet improved education depends 
on expanded financial resources for the operation of the educational system, 
and these resources would appear to be contingent upon expanded de- 
velopment of the community itself. 

Early in this paper we noted that the growth of middle-income housing 
in Kinloch was proceeding with privately developed ranch-style homes in 
the $9000-$30,000 price range, built in growing numbers on the periphery 
of the community. In large part these homes are purchased by Kinloch 
residents upgrading themselves, and to a smaller degree they also draw 
Negroes from the city of St. Louis. In either case they reflect primarily 
the fact that for the first time decent suburban housing has been broadly 
available to Negroes in the area. 

A comprehensive municipal redevelopment program was formulated in 
1957, including codes and ordinances, land use and thoroughfare plans, 
community facilities and public improvements, administrative organization 
and financing, and comprehensive neighborhood analyses. In spite of 
its comparatively sound nature, relatively few aspects of the program were 
in fact implemented and even fewer tangible results followed from it. 

Substantial outside assistance was given to the development of the town 
by Congressional passage of the Kinloch sewer proposal in 1966. Relying 
in part on the argument that the absence of sanitary sewers—aside from 
its obvious hygienic drawbacks—was impeding the economic growth of 
the town, Kinloch with the assistance of the OEO and the Metropolitan 
St. Louis Sewer District prepared a proposal for the Senate Public Works 
Committee in 1964, Clearly the limited taxing and borrowing power of 
the town precluded local financing of a sewer system, estimated to cost 
approximately $1 million. With the aid of the state’s two senators, the 
so-called “Kinloch Amendment” was added to the Federal Housing Act 
of 1965, providing a 90 per cent federal grant toward sewer construction 
in cities of less than 100,000 population, located in metropolitan areas, 
and suffering unemployment rates of at least twice the national average. 


“2 “Kinloch’s Redevelopment Program,” Missouri Municipal Review, April, 1957. 
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Kinloch has been the only community able to qualify. Soon afterward 
Kinloch voters approved a $100,000 bond issue almost unanimously, thus 
contributing their 10 per cent toward construction costs—virtually ex- 
hausting the town’s bonding capacity in the process. 

Aside from the sewer project and the large public housing development, 
mentioned earlier, the OEO and other programs bring the overall federal 
commitment to Kinloch to approximately $4 million. Other requests for 
federal aid, particularly with regard to a proposed $500,000 community 
center, have met with no success. Ironically the plan of the local OEO 
agency to build a clinic for the town was terminated when the agency it- 
self moved into the building that Kinloch residents had prepared for use 
by the clinic. 

It was hoped that all of these federal programs, in conjunction with 
substantial assistance from state and regional agencies, would promote 
economic development of Kinloch by attracting light industrial and trade 
establishments. This seemed not unreasonable, since the town’s location 
is ideally suited to this type of business enterprise. So far, however, no 
significant progress has been made. In part this is due to the poor local 
planning of those projects that were proposed. In 1962 two plants em- 
ploying 250 men were under negotiation, but neither was in fact es- 
tablished. A local women’s organization, “Kinloch Willing Workers, 
Inc.,” which later evolved into the “North County Home, Inc.,” intended 
to apply for a $9 million loan from the Federal Government for a home 
for 400 elderly and 300 nursing care patients, eventually employing 600 
individuals—a project sadly unrealistic in both concept and execution. 

According to the 1963 Census of Business, Kinloch had a total of fifteen 
establishments, one more than in 1958, employing twenty-one paid workers. 
These comprised one general merchandise store, four food stores (com- 
pared with eight in 1958), four gasoline stations, two restaurants, two 
drugstores, and two motrtuaries. In the case of establishments for which 
data was available, sales averaged between 20 per cent and 50 per cent of 
sales for corresponding establishments in the surrounding area and the 
metropolitan region as a whole. As a result, establishments in Kinloch 
are frequently run-down and generally marginal in nature. Merchandise 
offered is often of poor quality and prices are somewhat above those pre- 
vailing in stores in the surrounding area. It may be that in most cases 
there is little justification for the existence of the Kinloch stores, from a 
competitive standpoint, because of the large number of shopping centers, 
supermarkets, and discount houses in the immediate vicinity. With the 
exception of one or two racially oriented establishments, such as the one 
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‘remaining prosperous funeral parlor, it is doubtful whether very many 
businesses would continue to exist if rational profit-and-loss accounting 
were used. 

Aside from the retail-services sector, Kinloch has a number of inde- 
pendent contracting and landscaping firms, mostly of limited size, some 
of which are quite prosperous and do contribute something to the town’s 
economy, but relatively little to its tax base. A small wrought-iron firm 
represents the only significant manufacturing in Kinloch. Although 
grandiose plans such as those outlined above for Kinloch’s industrial 
growth have been made by the mayor and other political officials, virtually 
nothing has been realized so far. Recent plans to establish a garment fac- 
tory employing 300 people, a small-arms plant, an apprentice training 
center, and various other projects did not materialize and prospects are 
not very favorable. 

Kinloch has several assets with respect to industrial development. Its 
excellent location, less than ten miles from most industrial areas in St. 
Louis, adjacent to the municipal airport and major arterial highways and 
railroad lines, is an obvious factor. Of the town’s 554 acres, fully 213 
are vacant and most of them are readily usable for industrial purposes.*? 
If adequate training were provided, it would have sufficient surplus labor 
to meet the needs of many moderate-size light industrial operations. 

On the debit side is the fact that much of the unemployed labor is un- 
trained and poorly educated, which may not be an unsurmountable ob- 
stacle. The absence of a railroad spur has also been mentioned as a 
detriment, although it is probably not a major factor. Much more im- 
portant is the fact that competition from other communities in the area as 
well as outlying sections of St. Louis County—each of which has ad- 
vantages similar to those ascribed to Kinloch—virtually precludes inten- 
sive industrial development of the available land in the town. From a 
business standpoint there is simply no overriding reason for locating in 
Kinloch. Added to this is the absence or scarcity of necessary support- 
ing facilities, a comparatively weak governmental structure with inade- 
quate police protection, and a generally depressing work climate. 

The economic growth of Kinloch, then, appears to hinge on the de- 
velopment of human capital—the acquisition of academic and technical 
skills by a work force that must function almost entirely in the outside 
environment. And the key is an improved educational system, tightly 
run and competently staffed. As the earning power of Kinloch residents 


32 St. Louis City Planning Commission, Current Land Use Inventory, 1965. 
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improves, so, too, will their housing and their ability to support adequate 
educational facilities. These improvements in turn will feed back ‘to 
further improve the quality of the work force. Kinloch almost certainly 
will remain a purely residential community, interacting fully with the 
outside world in employment and all other respects. This much appears 
evident: while political autonomy may yield significant intangible benefits, 
it has probably hindered the economic growth of the community and in- 
creased its dependence on continuing outside sources of support. The 
Negroes have been able to do less for themselves by themselves than they 
could have accomplished as part of a larger racially mixed community if 
this had been a viable alternative. In Kinloch’s case there is some ques- 
tion as to whether or not it was. 
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Problems of Population 


EACH YEAR THE POPULATION of Asia and Africa increases by about 2 per 
cent; in Latin America, the increase is considerably higher, an estimated 
3 per cent. This compares to estimates of 1.6 for North America and 
0.9 in Europe. In the developing countries the crude birth rate ranges 
from 39 to 50 per thousand of population, as compared with 17 to 25 in 
the developed nations. A breakdown within the underdeveloped areas 
shows a contrast in the birth rates of the lower and higher economic 
groups—for example in Chile, where statistical services are excellent, 
figures for Santiago show a birth rate of 40 per 1,000 among the poor 
and 20 per 1,000 in the middle classes. The amount of education, access 
to family planning information, ability to pay for medical advice and for 
contraceptives, as well as cultural and social attitudes all contribute to 
population patterns and must be taken into account in considering means 
toward population stabilization. In the light of the risk that if these 
trends continue a large portion of future populations may live on the 
verge of starvation, doomed in part by their location on the globe and 
their economic status, specialists in many fields are intensifying their 
search for new solutions. More effective approaches to overall population 
control, with emphasis on those geographical areas which seem most 
imminently threatened, are deemed increasingly necessary. [From a re- 
port. } THE ROCKEFELLER FOUNDATION 
New York 


Population Size and Industrial Technology 


By Huco O. ENGELMANN and RICHARD A. WANNER 


I 
The Basic Question 

Nature of the Study. This is one of a series of ongoing and projected 
verification studies on systemic dynamic social theory. In this theory, 
interaction frequency is identified as the basic variable in social organiza- 
tion, and all facets of the latter appear as concomitant manifestations of 
shifts in two sets of underlying events. One set consists in the interrela- 
tions between myriads of postulated units of behavioral organization in 
each behavior system. The other set consists in a host of small-scale inter- 
active relations between behavior systems. Functional, motivational, and 
similar interpretations become unnecessary. 

The specific hypothesis to be tested deals with the relation between the 
emergence of industrial technology and interaction frequency. At present 
we have no direct indices for interaction frequency. However, over fairly 
large spatiotemporal units interaction frequency shows a high positive 
correlation with population density, and the latter with population size. 
Although these relations do not hold for small spatiotemporal units, 
within the context of this study we can use population size as an index 
of interaction frequency.” 

Overall Hypothesis and Specific Data. Our basic hypothesis relates all 
features of social organization to interaction frequency. From this general 
hypothesis are derived specific ones concerning value systems, social strati- 
fication, institutional structure, and innumerable other matters such as, in 
the present case, industrial technology. Particular programs of verification 
will be required for every specific hypothesis. Each such program, in 
turn, will involve a series of studies on significantly different sets of data. 


1 An exposition of this theory, together with a series of analyses based on it, is con- 
tained in Hugo O. Engelmann, Essays in Social Theory and Social Organization (Dubuque, 
lowa: William C. Brown Book Company, 1966) (in the present context cf. especially pp. 
15-52, 63—92, 209-16, and 231-42). A fuller discussion of the theory in its relations 
to other, contemporary social scientific theories is given in Hugo O. Engelmann, Theore/i- 
cal Sociology: Its Bases and Place in Modern Science (Washington, D. Ce Clearinghouse 
for Sociological Literature, 1966). 

2 The problem of finding indices for interaction frequency, and the use of population 
size as an index, is discussed further in Hugo O. Engelmann, “Population Expansion and 
the Social System,” Vol. 5, No. 1 (1967), Indian Journal of Sociology pp. 21-38. 
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Thus the specific hypothesis on industrial technology will have to be teste 
in diverse historic settings. 

For this particular study we chose data on the industrial revolution in 
Great Britain, for two reasons. First, British industrialization in the 
eighteenth and nineteenth centuries, the initial example of such industrial- 
ization, often is considered its prototype. Second, the relevant data are 
accessible easily. Hence, this period of British history provides a con- 
venient setting for an initial verification of our hypothesis. 


H 
The Specific Hypothesis 

Inter-Societal Constants and Variables. While it is impossible to provide 
a detailed theoretical derivation of them, the basic assumptions underlying 
the hypothesis may be stated shortly. The complexity of average behavior 
systems and of total societies is a constant, at least over the spatiotemporal 
range of Homo sapiens. Variations in social organization seemingly in- 
dicating complexity differences merely denote compensatory shifts in 
activity and experiential structure. The relative frequencies of basic types 
of processes underlying behavior formation also remain constant. How- 
ever, the distribution of such processes between the interactive and the 
non-interactive behavior sectors varies. 

From these assumptions can be deduced diphasic movements in certain 
phenomena. That is, as population size and with it interaction frequency 
increases through human history, these phenomena should at first increase 
and later decrease. Especially significant in this context are the move- 
ments involving activity frequency, complexity, and diversity, as well as 
institutional and role differentiation. By analysis of changes in experiential 
structure, we can deduce a similar diphasic movement in the purposive 
orientation of behavior. 

The Emergence of Industrial Technology. We are interested here in a 
point near the culmination of the first phase of our diphasic movements. 
That is, activity frequency, complexity, and diversity, as well as role dif- 
ferentiation embeded in a corresponding institutional structure, would be 
at or near the high point of their development. So also would be the pur- 
posive orientation of behavior and associated arrangements of interindi- 
vidual relations. 

The preceding items clearly apply to industrial technology. It is based 
on a proliferation of highly diversified and complex activities; it operates 
in an institutional setting characterized by role differentiation and special- 
ization; and it is impossible without extensive planning, that is, without 
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‘a highly purposive orientation of behavior. Thus, our hypothesis de- 
mands that industrial technology emerge when population size has become 
large enough to insure interaction frequency of sufficient magnitude. 


III 
The Central Issue 

Population Growth and Industrial Growth. Increases in industrial pro- 
duction are an obvious and direct index of industrial technological de- 
velopment. During the period in question both population and indus- 
trial production grew substantially. A simple assertion of these well- 
known concomitances, on whatever theoretical basis, would be trivial. 
However, our hypothesis demands a specific temporal relation between 
population growth and the emergence of industrial technology. It is on 
this particular issue that we encounter considerable diversity of opinion. 

Habakkuk may be cited as representing one extreme position when he 
says that “the acceleration of population growth was primarily the result 
of specifically economic changes, and in particular of an increase in the 
demand for Jabor.”* Our hypothesis, as may be surmised by now, forces 
on us an almost opposite point of view. This hypothesis, in fact, could 
hardly be squared either with such unspecific positions as those repre- 
sented by Deane and Cole, who aver that “the evidence appears to be 
consistent with the view that the growth of population was both a conse- 
quence and, in its turn, a cause of economic change.’ 

Possible and Expected Relations. Both population size and total pro- 
duction had been increasing gradually over a considerable period of time. 
Hence, what we are looking for are not increases as such, but substantial 
increments in the size of these increases. In principle, three relations are 
possible: (1) changes in the growth of production may antecede changes 
in population growth; (2) the two changes may coincide; or, (3) changes 
in population growth may antecede changes in the growth of production. 

The first alternative, consonant with a position such as that of Habakkuk, 
definitely would imply negative verification of our hypothesis. The 
second alternative would be more or less in agreement with the approach 


3 In fact, this central feature of planning has been adduced recently as the primary 
basis for the obvious coalescence between the United States and the Soviet economic and 
political systems; cf. John Kenneth Galbraith, The New Industrial State (Boston, Mass.: 
Houghton Mifflin, 1967). 

4H. S. Habakkuk, “Population in the Eighteenth Century,” Economic History Re- 
view, Vol. 6, No. 2 (1953), p. 130. 

5 Phyllis Deane and W. A. Cole, British Economic Growth (Cambridge, Eng.: The 
University Press, 1962), p. 135. 
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represented by Deane and Cole. Findings of this type would have to 
be considered inconclusive, neither contradicting nor supporting the hy- 
pothesis. On the other hand, findings in line with the third alternative 
might be considered to indicate, within the limits of this study, a positive 
verification of our hypothesis. 


IV 
a The Data 
The Period Selected. We concentrated on the years from 1701 through 
1851. 1701 was the first year for which data were readily available and 
appeared neither too far ahead nor too close to the obviously critical period. 
1851 was chosen as the final date for the series because it was the year 
of the Great Exhibit in the Crystal Palace. 

Contemporaries viewed this exhibit as a fitting testimonial to “progress” 
—which in their eyes meant industrialization, From our historic vantage 
point we can agree certainly that by 1851 industrial technology had be- 
come fully established in Great Britain. Thus the period over which our 
hypothesis must be tested doubtlessly is contained in the fifteen decades 
actually examined. 

Production Figures. As a measure of production we used Hoftmann’s 
index constructed originally in 1939 and revised in 1955.6 This is a 
weighted index taking into account changes in the prevalence of various 
types of industries at different periods.” Actually Hoffmann provides 
indices of total industrial production including and excluding building, 
as well as indices of production in consumer and producer goods indus- 
tries. We used specifically the index of total industrial production in- 
cluding building, which appeared to measure best industrial technological 
development in its entirety. 

Also, in agreement with our hypothesis a significant acceleration in 
the growth of production should come after a similar acceleration in 
population growth. Among Hoffmann’s different productive indices, the 
one we used shows a substantial increment in the size of the decennial 
increases (ten-year intervals were chosen to match those of the available 
population data) earlier than do any of the others. Thus, selecting the 
measure least favorable to the hypothesis, we have employed the most 
rigid standards possible with the data at hand. 

Population Figures. Our production figures for British industry as a 

6 Walther G. Hoffmann, British Industry, 1700-1950, translated by W. O. Henderson 


and W, H. Chaloner (Oxford, Eng.: Basil Blackwell, 1955), Tables 54 and 55 (foldout). 
1T For a discussion of the weighting procedure, cf. ibid., pp. 4-28. 
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whole should be matched by population figures for all of Great Britain. 
This requirement is difficult to meet completely. Irish figures in particular 
are hard to obtain and, because of mass emigation, are rather erratic. How- 
ever, at the time in question only a very small fraction of British industry 
was located in Ireland. Thus it appears justifiable to rely exclusively on 
the combined figures for England and Wales, and for Scotland, respec- 
tively. 

For the eighteenth century only estimates of the population of England 
and Wales are available. Beginning with 1801, actual census figures 
exist. However, as Taylor points out, the census data for 1801 are highly 
suspect.® Accordingly we have substituted, for this year the estimated 
figures for the census figures. Estimates for various years in the eighteenth 
century were made in 1836 by Rickman, and more recently by Farr, 
Griffith, and Brownlee. Neither the methods by which these estimates 
were derived nor the results obtained differ greatly from one author to 
another. Minor divergencies in the actual estimates derive from differ- 
ences in the correction factors the various workers applied to their raw 
data. Where we relied on them we used the mean of the four estimates 
mentioned as our population figure. 

The Scottish population data we were able to obtain are less complete 
than those for England and Wales. Yet, as we will show, these data are 
sufficient for our purposes. Beginning in this case with 1801, we can 
rely on official census data.™! For the eighteenth century we have estimates 
from various sources for six different years.12 These figures and our in- 
terpolations between them will be discussed in the next section. 


y 
Analysis 
Interpolation of the Scottish Data. The eighteenth-century estimates and 


8 Cf. ibid., pp. 213-14. 

9A. J. Taylor, “The Taking of the Census, 1801-1951,” British Medical Journal, 
April 7, 1951. Taylor concludes that the census figure is between 3 and 5 per cent too 
low. If we correct the figure given for this amount of underestimation, we arrive at 
a figure in line with the other estimates. 

10 The estimates, as well as the actual census figures, were taken from B. R. Mitchell, 
Abstract of British Historical Statistics (Cambridge, Eng.: The University Press, 1962), 
pp. 5-6. <A discussion of the methods by which the estimates were arrived will be found 
in Deane and Cole, op. cit., p. 5. 

11 See B. R. Mitchell, op. cit., p. 6. 

12 Estimates for 1701, 1751, 1781, and 1791 were taken from Sir John Sinclair, 
Analysis of the Statistical Account of Scotland (Edinburgh, Scotland: J. Brown, 1925), 
p. 149. The estimate for 1707 was taken from Andrew T. A. Learmonth, “Scotland,” 
Encyclopaedia Britannica, 20th edit. (Chicago, Ill.: William Benton, 1966), p. 160. The 
1755 estimate was taken from Alexander Webster’s census of Scotland, published in J. G. 
Kyd, ed. Scottish Population Statistics (Edinburgh, Scotland: T, and A. Constable, 1952). 
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the nineteenth-century census figures just referred to are presented in 
column 1 of Table 1. Webster's estimate for 1755 appears in line with 
Sinclait’s estimates for 1751 and 1781. The latter’s estimate for 1791 
appears a bit high in relation to the 1801 census figure. However, as will 


Table 1 
THE POPULATION OF SCOTLAND, 1701-1851 
Original Estimates Interpolated, De- 
and Census Figures cenial Increases Final Estimates 

Year (in thousands) * (in thousands) ** (in thousands) ** 

1701 1,040 1,040 
(1707) (1,100) 

1711 74 1,114 

1721 34 1,148 

1731 34 1,182 

1741 34 1,216 

1751 1,250 34 1,250 
(1755) (1,265) 

1761 39 1,289 

1771 40 1,329 

1781 1,369 49 1,369 

1791 1,500 1,500 

1861 1,599 1,599 

18Il 1,806 1,806 

1821 2,092 2,092 

1831 2,364 2,364 
, 1841 2,620 2,620 

1851 2,889 2,899 


*Cf. footnotes 11 and 12. 
**See text. 
become apparent, this is of no great import for us. What does not seem to 
fit is Sinclair's estimate for 1701. 

This fact becomes manifest when we compare his estimates for 1701, 
1751, and 1781. Taken together, these figures would imply that the size 
of average increments decreased from the first five to the next three 
decades of the eighteenth century. Such a long-term trend reversal, es- 
pecially during a period of sustained population growth, appears most 
unlikely. However, we have Learmonth’s independent estimate for 1707. 
If we use this much larger figure as a base, the rest of the figures dovetail 
neatly with each other. On the other hand, this leaves us with an un- 
accounted-for, fairly high increase during the 1701 to 1711 decade. 

It is impossible with the data at hand to resolve all such difficulties. 
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Yet the total picture which emerges is fairly clear. There was a steady but 
moderate rise in population until about 1781. Beginning with that 
decade, the decennial increases become suddenly and substantially larger. 
Accordingly we have posited decennial increases, which themselves in- 
crease gradually, in agreement with the estimated figures available to us. 
The interpolated increases are presented in column 2 of Table 1, and the 
resultant final population estimates in column 3. 


Table 2 


POPULATION AND INDUSTRIAL PRODUCTION IN 
ENGLAND, SCOTLAND, AND WALES, 1701-1851 


Industrial 
Population (in thousands) Production 
England 

Year Scotland* & Wales** Total Increase Index*** Increase 
1701 1,040 5,815 6,855 ' 1.57 

1711 1,114 5,871 6,985 130 1.66 .09 
1721 1,148 5,967 7,115 130 2.01 -35 
1731 1,182 5,984 7,166 51 2.04 .03 
1741 1,216 6,039 75255 89 2.13 .O9 
1751 1,250 6,299 7,549 294 2.46 33 
1761 1,289 6,673 7,962 413 2.52 06 
1771 1,329 7,189 8,518 556 2.94 42 
178i 1,369 7,659 9,028 510 3.40 AG 
1791 1,500 8,349 9,849 821 4.94 1.54 
1801 1,599 9,171 10,770 921 6.64 1.70 
1811 1,806 10,169 11,975 1,205 8.36 1.72 
1821 2,092 12,600 14,092 2,117 10.83 2.47 
1831 2,364 13,897 16,261 2,169 15.10 4.27 
1841 2,620 15,914 18,534 2,273 21.00 5.90 
1851 2,889 17,928 20,871 2,337 28.80 7.80 


*Cf. Table 1. 
**Cf, footnote 10. 
*** Cf, footnote 6. 


Locating Disjunctions in the Growth Curves, Table 2 presents: in 
column 1, the Scottish population data as interpolated by us; in column 
2, the population data for England and Wales discussed in a previous 
section; in column 3, the sums of the appropriate entries in the first two 
columns, that is, the population total for the then industrially significant 
part of Great Britain; and in column 5, Uofimann's index feuts of in- 
dustrial production. 

We are concerned with significant increments in the size of decennial 
increases. Accordingly these increases were computed for both the total 
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population and the index figures. These data are presented in columns 
4 and 6 of Table 2, and formed the basis for locating the disjunctions in 
the two respective series. 

In the population figures the first clear-cut break appears between 1741 
and 1751. No significant break appears in the index of industrial produc- 
tion until the decade 1781-1791. These are the points of immediate 
relevance for our hypothesis. 

The Question of Total Correlation, It would be intriguing to locate 
additional breaks in the two series and to establish correlations between 
such breaks. At this moment, however, the meaning of the potential 
findings would be rather obscure, since they would take us considerably 
beyond the hypothesis as elaborated. 

The specific hypothesis led us to expect that a spurt in population growth 
would antecede the emergence of industrial technology. This does not 
imply that such technology will continue to grow directly with population 
size. In fact, the total hypothesis would suggest further: one, that 
technology begins to atrophy above a certain interaction frequency; and 
two, that during the phase of technological expansion, this technology 
itself contributes to heightened interaction frequency increase. The latter 
is true particularly of technological manifestations which raise popula- 
tion mobility.1# 

In short, we must not expect a simple correlation between population 
size and level of industrial technology. Nor should we use our data to 
draw inferences beyond those relating to one specific, restricted hypothesis. 


VI 

Conclusions 
IN TERMS OF BASIC theoretical considerations we arrived at the hypothesis 
that the emergence of industrial technology must be anteceded by a sub- 
stantial increase in population growth. We used industrial growth as an 
index of the state of industrial technological development. From the 
data it is clear that sustained industrial growth appears only several decades 
after a similar growth in population. Thus, on the basis of the criteria 
delineated, the data would imply a positive verification of our hypothesis, 
for one particular historic situation. 
University of Wisconsin 
Milwaukee 


18 Such considerations become important in the most diverse kinds of inquiries, such 
as the computation of realistic crime rates. Cf. Hugo O. Engelmann, “Interaction Fre- 
quency and Crime Rates,” Wisconsin Sociologist, Vol. 5, Nos. 1 & 2 (Winter 1966- 
Spring 1967), pp. 33-36. 


i From New Towns to Metrotowns 
and Regional Cities*, 1 


By R. W. ARCHERT 


Introduction and Outline 

THIS PAPER PRESENTS a progress report on the Metrotowns and Regional 
Cities Research Project. The postwar new town development experience 
of Europe, North America, and Australia has shown that the new town 
approach to large-scale urban development can ensure a good standard 
of planned development and can be financially self-supporting. The aim 
of the Project is to formulate techniques for the general application of 
this experience to the problems of metropolitan growth with particular 
emphasis on the use of land value increases to finance development and on 
possible joint private and public enterprise approaches. 

The report is presented in three parts. 

The first part considers the scope for a wider application of new town 
type urban development. It is proposed that the new town concept can be 
modified into the “metrotown” as a unit for planned metropolitan devel- 
opment and into the “regional city” as a new growth point unit for the 
decentralization of part of the future population and employment growth 
away from the larger metropolitan centers. The metrotown and regional 
city concepts can make a major contribution to solving the problems of 
metropolitan development. 

The second part reviews the postwar new town development experience 
of Britain, North America, Sweden, and Finland, as well as Australia, 
drawing particular attention to the various new towns as units for planned 
metropolitan growth, j.e. as ‘“‘metrotowns.” The use of land value in- 
creases to finance development is also noted. 

The third part of the paper defines and briefly discusses the main as- 
pects of new-town type development which are being investigated in order 
to devise techniques suitable for general application in developing metro- 
towns and regional cities. 


* Metrotowns and New Cities Research Project Paper No. 3. Presented to the 39th 
Congress of Australian and New Zealand Association for the Advancement of Science in 
Melbourne, Australia, on January 16, 1967, under the title of “New Towns for Aus- 
tralia.” 

f The author is Principal Urban Economist with the National Capital Development 
Commission, Canberra, and Honorary Research Fellow with the Urban Research Unit 
at the Australian National University, Canberra, Australia. However, the views pre- 
sented in this paper are the personal views of the author. 
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The Project is based on the thesis that the new town approach can make - 
a major contribution to meeting the problems of urban development in 
Australia and other western countries. 


(1) Because the metrotown and regional city forms of the new town are 
valid planning concepts which provide a basis for a good standard of 
planned development; (2) because the single-authority approach to new 
town development integrates the planning and development processes and 
the authority's ownership of the site provides the base for the effective 
coordination of all development (the form of the authority can range from 
a private company to a statutory authority); and (3) because the authority's 
ownership of the site enables the large increases in land values generated 
by urban development to be recouped and used to finance town develop- 
ment. 


The new town approach then can make a major contribution because 
it is conceptually sound, because it enables the planning and development 
processes to be integrated and all development activity to be effectively 
coordinated, and because it provides additional funds for urban develop- 
ment. These propositions are supported by British, North American, and 
Australian experience. 


I 
The Metrotown and Regional City Concepts 


Metrotown, a Unit for Metropolitan Growth 


The word ‘‘metrotown’”’ was coined to suggest a metropolis made up of 
a cluster of new towns surrounding and in symbiotic relationship with the 
central city. Each metrotown contains a wide range of land uses and 
provides a large measure of local employment and city-type services but is 
still significantly interdependent with the rest of the metropolis. ‘The word 
was devised by the Baltimore Regional Planning Council because it 


suggests three important characteristics of these communities: their inter- 
mediate size (between cities and towns); their location; and their social 
and economic interdependence with each other and with the central city. 
The Planning Council has proposed that the Baltimore metropolitan region 
(with a 1960 population of 1.8 million persons) be further developed as 
a complex of metrotowns, each accommodating 100,000 to 200,000 persons. 

This approach to meeting the needs of metropolitan growth has been 
adopted in a number of cities throughout the world—but under different 


1 Maryland State Planning Department, Metrotowns for the Baltimore Region, Plan- 
ning Report No. 2, Baltimore, June, 1962, p. 2. 
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labels. Metropolitan Canberra is being developed as a series of “metro- 
politan satellite districts.’ Much of Stockholm’s postwar metropolitan 
growth has been in the form of a series of “A.B.C. Towns” (from the 
Swedish words for places of work and residence with centers). The plan 
for the growth of the Washington (D.C.) Region up to the year 2000 A.D. 
proposes metropolitan growth in the form of radial corridor cities. 

The planning for Canberra’s growth into a metropolis provides a good 
example of the metrotown concept because Canberra’s planning has not 
been inhibited by the usual problems of private land ownership and pockets 
of built-up areas. The plan for a complex of metrotowns (districts) was 
sketched in The Future Canberra as follows: 


. an essential element of the plan now proposed is that a substantial 
portion of the employment, shopping, and other commercial facilities that 
would normally be located in the city’s commercial hub will be dispersed 
into district centers and other employment areas throughout the future 
metropolitan area. This will have the twofold advantage of lessening the 
congestion that would otherwise develop in the Central Areas and of add- 
ing to the convenience and attraction of the residential districts by locating 
within them a high standard of shopping facilities and other services to- 
gether with a range of employment opportunities, which are thus readily 
available without necessarily involving long journeys across town. 

Plans already published for Woden District illustrate the lines on which 
the new districts are being developed. They show also the character of 
the suburbs comprising the district. Each of the districts within the city 
region will have a character of its own. Apart from variations in size and 
topography each will reflect the fact that they have been built at different 
times for people with different needs. The populations of the districts 
will range from 60,000 to 120,000 and they will have many of the attri- 
butes of independent cities. Each of the districts will have substantial em- 
ployment centers in groupings of shops, office precincts and service in- 
dustries. Research and similar institutions could be located within and 
between the districts to provide additional local job opportunities. This 
is not to say that the districts would be self-contained as regards employ- 
ment. There would be an approximate balance between jobs and workers 
but there would also be a constant flux of travel between districts as people 
took advantage of the full range of employment available in the total city 
region. This would mean that the communications network would be used 
more fully by two-way streams of traffic than would be the case with cen- 
tralized employment.? 


The main features and advantages of metrotowns as a unit of metro- 
politan growth can he summarized as follows: 


2 National Capital Development Commission, The Future Canberra (Canberra, Aus- 
tralia: Commonwealth Government Printer, 1964), pp. 29-30. 
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Unit for Planned (a) Physically distinct and planned urban units 

Development with populations ranging from 50,000 to 200,- 
000 persons. 

Local Employment (b) Each containing a wide range of activities in- 


cluding offices, industry and tertiary services and 
facilities to provide a large number and wide 
range of local employment opportunities. 

Town Center (c) Each containing a large city-type center and 
providing a range of retail, entertainment, med- 
ical and educational services for the local popula- 


tion. 
Open Space and (d) Physical separation from other metrotowns by 
Transport a network of wide “green belts’ to provide 


definition and landscape contrast for each metro- 
town, and to accommodate a network of metro- 
politan transportation corridors together with 
a number of institutional-type activities. 

Growth Capacity (e) Further metropolitan growth through new 
metrotowns with the greenbelt network accom- 
modating the necessary expansion of the trans- 
port corridors and special land uses. 

The metrotown is a unit for planned urban development which can 
make a real contribution to the problems of metropolitan sprawl and con- 
gestion. The metrotown is also a unit which can be planned and de- 
veloped by a single organization along the lines of a new town by either 
a. public or private corporation financed on the basis of land value increases. 


The Regional City 


The new town concept can be adapted to Australian requirements in the 
form of metrotowns for the metropolitan areas. The new town idea can 
also be adapted to the other major problem of urbanization in Australia, 
the problem of decentralization, in the form of the “regional city” concept. 

Public discussion of the decentralization of employment and population 
from the large metropolitan centers has, in recent years, swung to the 
concept of concentrated decentralization whereby decentralization effort 
would be focused on establishing and building up a few growth points. 
The “Vernon Committee” recently found: 


... there is a much stronger case for accelerating the growth of a limited 
number of non-metropolitan centers that have already, as a result of natural 
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advantages, achieved some degree of development. Such centers with only 
a moderate degree of capital expenditures and encouragement to industry 
could fairly soon reach the “take off” point. We believe that a close study 
of these possibilities would be warranted.’ 


The New South Wales and Victorian Governments have committees 
commencing investigations into the scope for concentrated decentralization. 

The regional city could be an appropriate unit of decentralization. The 
main features of the regional city concept are: 


(a) A new city of 200,000 to 500,000 persons developed either from an 
existing country town or as a completely new city; but 

(b) developed on a planned basis as a city and with a high degree of urban 
amenity to attract population; with 

(c) a predominantly manufacturing industry base for its economy; but also 

(d) serving as a metropolitan center for a large regional population; and 

(e) acting as a base for accelerated regional development and adding 
substantially to the amenity of the region. 


Canberra provides a de facto example of the regional city. Although 
its present population is only 100,000 persons, clear evidence already exists 
that it is emerging as the metropolitan center for southeastern New South 
Wales and that the rapid growth of Canberra is providing a base for the 
accelerated growth of the surrounding region.* 

It should be noted that the metrotown and the regional city are not 
necessarily competitive concepts. ‘They are essentially complementary. A 
desirable and effective decentralization program will not stop metropolitan 
growth but only siphon off part of it. There is a need for both metro- 
towns and regional cities. 

The regional city can also be planned and developed on a comprehensive 
basis by a single organization. ‘The land value increases generated by such 
urban development would be considerable and, given realistic subsidies for 
the relocation of industry, it is conceivable that such an organization could 
be financed on the basis of land value increases. 


Implications 


These notes on the concepts of the metrotown and the regional city have 
sought to establish a prima facie case that the new town idea can make a 
real contribution to the problems of urbanization in Australia (particularly 

3 Committee of Economic Inquiry, Report, Vol. 1 (Canberra, Australia: Prime Min- 


ister’s Department, 1965), pp. 17, 21. 
4R. W. Archer, “Decentralization: The Canberra Model.” (To be published.) 
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in the fields of metropolitan growth and decentralization) and that the 
wide overseas and Australian experience in new town development merits 
study to devise techniques of new town development for application in 
Australia. 

Metrotowns and regional cities are physical entities. However, the fact 
that each one is a separate entity—and a large scale unit at that—-means 
that special organizational and financial arrangements have to be devised 
to establish them. Their size and physical separateness also suggest that 
a separate organizational entity is appropriate for each metrotown and 
regional city. Further, and most importantly, the fact that urban develop- 
ment generates large increases in urban land values which can be recouped 
and used to finance urban development. suggests that such metrotown and 
regional city development organizations can be set up on business lines. 
The aim of the present research project is to define the organizational forms 
best suited to the Australian situation. 


II 


Overseas and Australian Experience 
Introduction 


Many new towns have been built in the postwar period. Britain has 
over twenty new towns in-building or being further enlarged. In the 
United States there are over twenty private-enterprise new towns at various 
stages of planning and building. These are for populations of 70,000 or 
more. ‘There are also a large number of smaller ones. The satellite towns 
of Vallingby and Farsta in Stockholm and the satellite town of Tapiola in 
Helsinki have become world famous. Even in Australia one can point to 
Canberra as a new city and to Elizabeth as a satellite new town for Adelaide. 
Many others have been developed in countries with planned economies, and 
some have been built in the developing countries. 

The new towns built in Europe and North America provide a wealth 
of experience in organization structures and development-management 
techniques which can be synthesized for application in Australia. 

All of these new towns have two major features in common. They 
have all been planned and developed by single development authorities 
with comprehensive development powers and they have all been built on 
land owned or controlled by these authorities. These are common features 
of the specially created new town development corporations in Britain and 
the cooperative housing and local government bodies in Sweden and the 
private firms in the United States. In each case the development body is 
responsible for the planning function and for coordinating and financing 
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(if not actually undertaking) much of the necessary public utility works 
and much of the building works. In each case the ownership of the new 
town site has been an essential feature in enabling effective control of both 
private and public building development and in enabling the increases in 
land values generated by the development of the new town to be recouped 
and used to underwrite the financing of the town development costs. 

The importance of these two features was affirmed by a recent United 
Nations symposium on new towns, as follows: 


The development authority has been the most satisfactory instrument for 
the creation of a new town... and 

Preservation of public ownership of land in new towns is so important that 
it should be departed from only when there is no alternative.® 


However, when the new town is being developed by a private firm or 
group, “public ownership” should read “single ownership.” 

Beyond these common features the arrangements for developing new 
towns have varied widely from country to country. Some of these de- 
velopment-management arrangements are outlined in the following notes. 
The diversity found provides a rich lode of experience which can be mined 
for Australian requirements. 


Britain 

A number of organizational approaches to new-town development have 
been adopted in Britain, but most of the new towns which are currently 
in-building in Britain are being developed by separate statutory authorities, 
known as development corporations. ‘These are set up and funded as 
agents of the Ministry of Housing and Local Government. The board of 
each corporation is appointed with a charter to establish and develop the 
new town on a designated site—to accommodate a designated population 
—using government loan funds (with an interest subsidy for a short initial 
period) and taking advantage of the generally available subsidies for public 
housing and the usual provision of utility services by local government 
authorities, where possible. Each corporation has its own staff of planners, 
architects, engineers, estate managers, etc. Its planning and development 
activities are reviewed by the Ministers of Housing and Local Government. 
Private enterprise usually provides the town’s employment base but plays 
a very limited role in the town development proccss other than as con- 
Udtivis Ul wipUleuOl puujecis. Once the new own is developed, the 


5 Report of the United Nations Symposium on the Planning and Development of 
New Towns, Moscow, Aug. 24~Sept. 7, 1964 (New York: United Nations, 1966), p. 37. 
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corporation’s assets (land, housing, etc.) are transferred to the New Towns 
Commission.’ 

The twenty-two development-corporation new towns have absorbed con- 
siderable loan funds (442 million pounds sterling by late 1965) mainly 
because of their heavy involvement in housing and other building activity. 
However, this reflects the emphasis on public housing in Britain and really 
only represents a relocation of these expenditures. Moreover: 


. . most of the earlier established corporations have now turned the 
corner and are making a surplus. In general the new towns can be re- 
garded as a highly successful national investment.’ 


The New Towns Commission was established as a statutory authority in 
1961 to manage the public estate in the new towns developed by the cor- 
porations. 


The Commission does not have the same wide powers for carrying out 
development as a corporation, and is specifically charged with holding and 
managing, although, in the event, it is being required to undertake develop- 
ment. ... The Commission is a policy-making body, and its small head- 
quarters staff in London directs local executives under a manager in each 
town, who administers the Commission’s functions in that town.® 

The Commission is currently managing and further developing four of the 
new towns, but the present government proposes to disband it and to trans- 
fer its assets to the adjacent local government authorities. 

The corporation new towns are projects of the national government under 
the various New Towns Acts 1946-64. The government has also estab- 
lished a scheme under the Town Development Act 1952 to assist local gov- 
ernment authorities to relieve congestion and overpopulation by relocating 
population and employment away from a central local government area to 
a decentralized local government area. This scheme provides for the 
large “overpopulated area” authorities to negotiate agreements with smaller 
decentralized authorities and then to prepare a plan and program. By 1964 
some 109 such schemes covering, jnter alia, over 175,000 new housing 
units were operating.® 

Under this scheme the Northumberland County Council has formed a 
condominium with Longbenton Urban District Council to develop Kill- 
ingworth—about seven miles northwest of Newcastle-upon-Tyne—as a new 

® Central Office of Information, The New Towns of Britain (London, 1964); and 
EA nae on Britain: New Towns” (London, May, 1966). 

SR. M. Clarke, “The Development and Management of a New Town” (London: 


Chartered Institute of Secretaries, 1963), p. 23. 
? Town and Country Planning, Vol. 33, No. 1 (January, 1965), p. 40. 
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town of 18,000 persons. The Northumberland County Council has also 
formed a partnership with the Seaton Valley Urban District Council and 
two private development firms to develop the new town of Cramlington 
—some eight miles north of Newcastle-upon-Tyne—for a target population 
of about 50,000 persons. This project originated in 1958 and building 
commenced in 1965. ‘The private development firms have formed a non- 
profit company to coordinate the development of their land while the over- 
all coordination and integration of the development of this land along with 
that of the local authorities is achieved through a series of committees under 
the leadership of the Northumberland County Council. Cramlington has 
been described as ““Britain’s first private enterprise new town.”’ But a more 
accurate description of it would be as a partnership of local government 
and private enterprise.1° 

In fact, the whole British program of new-town development originated 
in the work of a private group who started Britain’s first two new towns 
in 1903 (Letchworth) and 1920 (Welwyn Garden City) as “garden 
cities.” These two towns were developed by public companies with limited 
dividend share capital which was largely subscribed by supporters of the 
“garden city movement.” Both encountered difficulties in their develop- 
ment but “by the end of the 1930’s . . . had grown into reasonably pros- 
perous towns.”11 Welwyn was ultimately incorporated into a development 
corporation new town while Letchworth is being managed and developed 
by a public corporation authorized by an act of Parliament on a private 
bill.22 

The British experience of new town development thus provides material 
on five organizational techniques for new-town development in the form of: 
(1) a special new town statutory authority for each town; (2) a central 
new town management and development statutory authority; (3) a partner- 
ship of local government authorities; (4) a partnership of private firms 
and local government authorities; and (5) a public company dependent 
upon share capital finance. 


North America 
New town development in North America is in marked contrast to the 
British and European pattern in that it is a wholly private-enterprise ac- 


10 Peter Elphick, “Cramlington,” Town Planning Review, Vol. 35, No. 1 (April, 
1964), pp. 59-75. 

11 The New Towns of Britain, op. cit.; “Fact Sheets on Britain: New Towns,” op. cit. 

12 C, B, Purdom, The Letchworth Achievement (London: J. M. Dent and Sons, Ltd., 
1963). 
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tivity and covers a wider range of town-types by way of acreage, population 
size, employment base, and location. Most of these “new towns” are 
metropolitan satellite districts and are generally referred to as new com- 
munities rather than as new towns. Although a few are substantially com- 
plete, most are still in an early stage of development. 

The two major early postwar new communities were Park Forest near 
Chicago and Don Mills near Toronto. By 1964 these satellite towns were 
substantially complete. Park Forest had 34,000 residents and Don Mills 
had 26,000 residents.” An article in House and Home Magazine re- 
ported: 


across the U.S. there are at least 75 completely planned communities of 
1000 or more acres where developers are creating facilities to house more 
than 6 million people... 

and provided outline details of fifty of them.2* Details for the ten largest 
are given in Table 1. All are still in the early stages of construction. 


Table 1 
DETAILS OF THE TEN LARGEST NEW TOWNS IN U.S.A. AS AT 1964 
Projected Owner and Area 
Name Population Developer Owned Location 
persons acres near 
Irvine Ranch §00,000+ Irvine Co. and Lessees 93,000 Los Angeles, 
California, 
Pore Charlotte 100,000+ General Development Co, 93,000 Florida. 
Horizon City 100,000+ Horizon Land Corp. 65,000 El Paso, Texas. 
Lehigh Acres 80,000+ Lee Ratner 60,000 Fort Myers, 
Florida. 
New Orleans East 175,000 Messrs. Murchison 32,000 New Orleans, 
and Wynne Louisiana. 
New Tucson 100,000 Horizon Land Corp. 16,500 Tucson, Arizona. 
Columbia 110,000 The Rouse Co. 15,600 Baltimore and 
Washington 
Clear Lake City 200,000 Del. E. Webb and Co. 15,000 Houston, Texas. 
Sunset City 75,000 Sunset International 12,000 Sacramento, 
Petroleum California. 
Albertson Ranch 100,000 Daniel K. Ludwig 11,500 Los Angeles, 
California. 


Source: House and Home, Vol. 25, No. 2, February, 1964, p. 125. 


The new town developers have a variety of backgrounds and a variety 


13 House and Home, Vol. 25, No. 2, February, 1964. 
14 Ibid. 
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of approaches, but in the view of the knowledgeable magazine House and 
Home, “they would all agree that making money is one of their prime 
motives” as cash flows and as profit yield. A recent comprehensive study 
of new town developments in California found that: 


Most developers seek to confine their activities to acquiring the land, plan- 
ning the community and then preservicing the land with water, sewer and 
other public facilities. They are not true community builders, and they 
hope, in effect, to market furnished lots to builders. Expectations are that 
the primary source of profit will emanate from land appreciation accruing 
to the development because of its planned community image and the avail- 
ability of community services. Additionally, they see the builder as willing 
to pay a premium to be buffered from local political pressures.1® 

Although most of these private-enterprise new town developers con- 
centrate their activities on their land account (ż.e., the operations of land 
acquisition, planning, servicing, subdivision, and control), the need to 
build a community “image” to initiate sales has led many of them to under- 
take substantial building operations. The usual emphasis has been on open 
space and recreation facilities and the availability of urban facilities such 
as schools and shopping centers of a good standard. In some cases the 
developers have undertaken a substantial housing activity—particularly to 
establish higher density apartment housing and new subdivision patterns. 

The new town developers have a variety of backgrounds. While 
most have a land development or building background, “there are also 
entrepreneurs from other industries (rubber, oil, mining, shopping, in- 
surance, banking, and department stores) who are building the new towns 
while some are wealthy land holding estates now releasing their farms and 
ranches for development.”!* ‘This latter group have different fund re- 
quirements and have adopted different development strategies to those of 
the other developers. 

Mr. M. Kaplan has classified the North American new town developers 
into the 


expanstonists who see themselves as able and willing to initiate several new 
communities and other real estate developments at the one time and who 
are contemplating continuous replication of New Community projects, and 
the xon-expansionists who do not appear to be looking beyond their current 
activities.17 


The “expansionists” have established their own staffs of financial and 


15 Marshall Kaplan, “The Roles of Planner and Developer in the New Community,” 
Washington University Law Quarterly, Vol. 1965, No. 1 (February, 1965), p. 90. 

18 House and Home, loc. cit. 

17 Kaplan, op. cit. 
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planning and development experts and are building up a substantial ex- 
perience and expertise. The “non-expansionists’’ draw heavily on con- 
sultant skills and adopt a much more varied and experimental approach to 
the new towns they are developing. They are not all motivated solely by 
the desire to maximize profits, although they feel that their innovations 
are consistent with good profits. 

The majority of America’s new towns are being developed in California 
and Florida and many have a retirement, recreation, and resort emphasis. 
The most interesting group is being developed in the rapidly growing 
Washington-Baltimore Region as part of the emergent regional metropolis 
which will join these two cities. The main points of interest in this de- 
velopment are: 

The provision by the two Regional Plans for new towns as “metrotowns” 
for Baltimore and as radial “corridor cities” for Washington; 

The planning and development of over nine private new towns for com- 
munities of 10,000 to 110,000 residents each; including the new towns 
of Reston and Columbia for 75,000 and 110,000 residents, respec- 
tively, which are based on thorough research and planning and in- 
corporate important innovations; 

A proposal for “Germantown” for 85,000 residents in line “with the con- 
cept of new towns similar to Reston and Columbia, but carried out 
within the framework of diverse private ownership and public reg- 
ulation.” 18 

The cutrent boom in new town development in North America will 
provide a wealth of experience on new town management techniques and 
development economics as well as a range of new town forms. Perhaps 
the major lesson has already been demonstrated, viz: That urban develop- 
ment can generate land value increases large enough to finance a good 
standard of urban development and to enable private enterprise to carry 
out the development of new towns of a good standard as a profit-making 
venture. The experience of the large corporations building a number of 
new towns (the “expansionists’”) will provide important information on 
development-management techniques, while the main lessons from the 
vatious single new town developers will probably come from their new 
approaches and forms. 

But problems and wide lessons are already emerging. It is apparent 
that, in many cases, achievement will not live up to early promise. Most 
North American new towns so far cater to middle-income groups only and, 


18 Maryland-National Capital Park and Planning Commission, Preliminary Master 
Plan for Germantown (Silver Spring, Md., 1966). 
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although they usually have a substantial component of local industry, the 
extent of local employment has been low. The developers have had to 
operate where they can assemble large tracts so that many new towns are 
poorly integrated into the metropolitan framework. The considerable 
amounts of capital required for land acquisition and public utility works 
in advance of the first sale pose real problems in making mortgage loans 
and in achieving profitability. The federal government has introduced a 
mortgage insurance scheme to assist in raising funds and reducing interest 
charges on these outlays and on conditions designed to improve the quality 
of the new towns.?® 

These points indicate that there are a number of important areas in which 
the privately developed new towns can be improved. These points also 
raise the possibility that in some and perhaps many cases the pattern of 
Jand values created cannot support the expenditures necessary to develop a 
balanced new town in an uncontrolled market situation. These and other 
problems of new town development were recently considered by an Amer- 
ican Institute of Planners working party on new town problems, and it is 
of interest that “The consensus reached by the panel was the need for 
public and private partnership.”’?° 


Canberra City, A.C.T. 
Australia 


19 Programs of the Department of Housing and Urban Development (Washington, 
D, C.: U.S. Government Printing Office, 1966), p. 16. 

20 American Institute of Planners, Proceedings of the 1965 Annual Conference of the 
American Institute of Planners (Washington, D.C., 1965), p. 89. 


(Continued) 


Dwindling of Food Surpluses 


To THOSE who have long warned that unlimited population increase and 
totally inadequate food production are on a collision course, there is some 
reassurance in observing that increasing numbers of world leaders are 
coming to this realization and are now lending their voices and influence 
to the cause. 

If we can make the optimistic assumption that progress on the popula- 
tion-stabilization front will gain increasing momentum, it then becomes 
practical to examine ways to expand the world’s food budget as rapidly 
as possible. From the continuing dialogue and controversy concerning 
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emerged with clarity. While debating the moral obligation of the de- 
veloped nations of the world, most especially the United States, to provide 
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food for the hungry, we have seen supplies of so-called surpluses dwindle 
alarmingly. ‘The net effect has been a practical example of the inability 
of a relatively small sector of the world to feed, on any continuing basis, 
a significantly larger sector. Any attempt to sustain such an effort over a 
period of years will not only fail in its objective but will also substantially 
impair the economies of the donor nations. There is only one alternative: 
to bring more of the underproducing countries, whose agrarian proficiency 
at present is only minimal, to the point where they can produce enough food 
for their own needs or other commodities which can be exchanged for food. 

This alternative, which is not only highly desirable but absolutely neces- 
sary, postulates three major requirements: | 

1. A clear-cut understanding on the part of national leaders every- 
where that agriculture is an industry and must be treated as such, with the 
same intelligence and support which is applied to any other industry; 

2. Broad improvements in conventional agriculture through (a) ap- 
plying to existing crop acreage those conversion factors which have been 
demonstrated to lead from underproduction to full production, (b) the 
increasing utilization of the humid tropics for growing food and feed, 
and (c) the greater utilization of lands not now in production because 
of their aridity; 

3. Vastly increased research on nonconvention2l sources of food and 
on the protein enrichment of those basic food cereals which are the staple 
nourishment of most of the world’s peoples. 

A first step is to accept as fact the industrial character of agriculture and 
to identify all the components essential to making it a success. Then it 
will be possible to begin to provide these components in an orderly and 
integrated fashion, so that they may interact within the production system. 

In sum, farmers must have access on reasonable terms to the necessary 
adjuncts of their business; they must be helped to manage crops efficiently, 
and economic incentives must be provided to encourage them to make 
greater production efforts. All of these are essential to a successful agri- 
cultural industry. Also required are land units of sizes appropriate to the 
productive capacity of individual farmers, cooperatives, or large-scale enter- 
prises. Finally, but by no means least important, there should be a grow- 
ing concern for the education of the rural community to enable it to take 
greater advantage of the knowledge, materials, and incentives being made 
available. [From The Presidents Review, 1966.] 

J. GEORGE HARRAR 


The Rockefeller Foundation, 
New York 


The Monetary Value of a Housewife:* 


An Economic Analysis for Use 
in Litigation 


By CHONG SOO PYUN 


I 
introduction 
ECONOMISTS HAVE FREQUENTLY PLAYED important roles in the courts 
as “expert technical witnesses” on economic matters over a wide range of 
subjects. While considerable progress has been made in the scope and 
quality of economic analysis applied to certain legal questions? relatively 
insufficient interdisciplinary exchanges between the legal and the economic 
professions have been made in tort? cases involving the death of a house- 
wife. Scrutiny of the legal literature reveals, as will be shown in this 
study, that economic analysis which has been supplied by economists (as 
well as by non-economists) in the courts on the problem of the replace- 
ment cost of a housewife has been flimsy. Several factors seem to account 
for this. First, most of the tort cases involving the death of a housewife 
are parochial in their influence; thus, the contents of “expert testimony,” 
on which was based the replacement cost of a housewife estimated on behalf 
of the plaintiff, have seldom been exposed to the criticism of the economic 
profession. Second, opportunities for economists to present such testi- 
mony on a scientific basis have been stopped by the usual strategy of de- 
fending lawyers to contend that damages, if any, sustained by the loss of 
services is not measurable. Then, too, defense counsel usually choose not 


* The author is indebted to Dr. William E. McCurdy, Judge Ben Smith, Attorney 
Leon A. Wilson 2d, and Professor Victor C, Heck for their helpful comments on and 
criticism of the earlier draft of this paper. 

1 Notable examples are litigations involving antitrust laws. Economic analysis applied 
to antitrust cases in depth may be found in, inter alia, the articles contained in Edgar M. 
Hoover, Jr., and Joel Dean, eds., Readings in the Social Control of Industry, (Philadelphia: 
Blackiston, 1947); L. S. Keyes, “The Bethlehem-Youngstown Case and the Market~-Share 
Criterion,” American Economic Review, Vol. 51, (September 1961), pp. 643-56; L. S. 
Keyes, “The Shoe Machinery Case and the Problem of the Good Trust,” Quarterly 
Journal of Economics, Vol. 68, (May 1954), pp. 287-304; D. D. Martin, “The Brown 
Shoe Case and the New Antimerger Policy,” American Economic Review, Vol. 53, (June 
1963), pp. 340-58; Alfred Nicols, ‘Economic Issues in the Du Pont-General Motors 
Case,” Journal of Business, Vol. 33, (July 1960), pp. 227-51. 

2? Tort—any private or civil wrong (not involving a breach of contract) for which a 
civil suit can be brought. Wrongful death or injury of a housewife resulting from acci- 
dent or from malpractice of medicine are good examples of tort cases. For a general 
exposition on tort arising from negligence of wrongdoers, see Jon Patrick McConnel, 
Law and Business (New York: Macmillan, 1966), pp. 93-9 and 139-66. 


272 The American Journal of Economics and Sociology 


to employ economists to challenge the validity of expert testimony since 
their economist-witnesses would invariably have to admit, in the course of 
cross-examination the existence of the “certain value,” tangible or other- 
wise, of the housewife’s services to the household. Third, for these rea- 
sons, once the court admits the plaintiff's expert testimony on the replace- 
ment cost,’ the validity of the testimony is likely to be judged by the 
periphery of a non-economist’s circle of competence. A recent trend in- 
dicatés that libel suits involving the death of housewives are on the rise, 
and so will be the complementary demand for economists to serve as 
expert witnesses.* 

The purpose of this paper is twofold: (1) to develop a reasonable 
synthesis of a theoretical and methodological frame of reference which 
will render a workable basis for estimating the monetary value of replace- 
ment costs of a housewife, the purpose of the estimation being to aid 
judicial decision, and (2) to elicit enlightening comments and criticism on 
the issues discussed in the note from the wider quarter of the economics 
profession, so that “expert testimony” on the replacement cost of a house- 
wife can be based on a standard professional consensus.5 


I 
Problems and the Conventional Methodology 
THE MONETARY VALUE of a housewife’s services to the household is an 
imponderable. First, the prevalence of non-gainful employment among 
most housewives poses a vexing problem in estimating the probable earning 
power of the housewife before her death. Even if a consensus is assumed 
to have been reached as to how the probable earning power should be 
measured, there remains the formidable problem of estimating the real 
value of a housewife to the household in terms of her want-satisfying 
capacity, for her money income, if any, has to be converted to want- 
satisfying means. Within our institutional setting the values of house- 


3 The courts have maintained that “expert testimony” is admissible to prove the cost 
of providing a substitute mother and professional economists and those in related fields are 
qualified and competent to testify. See Merrill vs. United Air Lines, Inc., 177 F. Supp. 
704 (S.D. N.Y. 1959); Legare vs. the U.S., U.S. District Court, S.D. Fla., February 1961, 
Mills vs Har-Pen Truck Lines, U.S. District Court, M.D., Ga., 1965. 

4 Thomas F. Lambert, Jr., “Comments on Recent Important Personal Injury (Tort) 
Cases,’ NACCA (National Association of Claimants’ Council of America) Law Journal, 
Vol. 26, pp. 45—55. 

5 This note deals only with “tangible economic loss” resulting from the loss of a 
housewife’s services, which can be reasonably recovered by substitution of similar services, 
and which can be estimated in terms of statistical quantification. Furthermore, this study 
is limited to a case in which no actual substitutes were employed by the household after 


the death of the housewife. 
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wives’ activities in the household are not susceptible to objective and 
empirical economic measurement; aside from the fact that their services 
are not generally offered in the market for exchange, neither their motiva- 
tion nor the rewards they are seeking in household activities can be 
quantified for pecuniary measurement., Emerging from this complex 
phenomenon is a crucial question; that is, can an economist claim the 
problem of estimating the replacement cost of a housewife, for the purpose 
of aiding the courts, as one within his professional domain? 

Broadly defined, according to Cassel, every human action directed 
toward the satisfaction of some want has an economic aspect; as such, it 
falls in the realm of economic study, as long as the economist confines his 
attention strictly to the economic side of human activities.© Under this 
broad definition, certain practical questions related to economic aspects of 
the housewife’s utility creating function, if they need to be estimated to 
facilitate judicial decisions, may be regarded as within the province of 
economists. Moreover, economists need not be confined strictly to the 
subject matters of economics. As Boulding points out, “an economist may 
carry over part of his skill into other intellectual fields or even into the 
solution of practical problems of political or domestic life.”" 

Certain conceptual obscurities as well as methodological flaws are con- 
tained in the several methods that have been used in the courts to prove 
the extent of economic loss arising from the death of a housewife to the 
household. All of these methods share affinity in that they break down 


6 Gustav Cassel, The Theory of Social Economy, (New York: Harcourt, Brace, 1932), 
p. 21. Cassel’s view is also similar to that of Marshall; cf. Alfred Marshall, Principles of 
Economics, (London: Macmillan, 8th ed., 1962), pp. 41—4 and p. 53. The present author 
is mindful that this broad definition is not free from ambiguity and thus leaves a con- 
ceptual lacuna in regard to the scope and methodology of economics. Attempts to mini- 
mize the ambiguity were omitted in the belief that this will not affect materially the main 
theme. He wishes to cite the following works in which the scope and methodology of 
economics are defined in a narrower sense. Frank H. Knight, The Economic Organiza- 
tion, (New York: Harper, 1965), pp. 3—6; John Neville Keynes, The Scope and Method 
of Political Economy, (New York: Kelley & Millman, 4th ed., 1955), Philip H. Wick- 
stead, “The Scope and Method of Political Economy,” Economic Journal, Vol. 24, (1916), 
pp. 1-23; Milton Friedman, Essays in Positive Economics, (Chicago: University of Chi- 
cago Press, 1953), pp. 3-43; James M. Buchanan, “What Should Economists Do?” South- 
ern Economic Journal, Vol. 30, January 1964, pp. 213-22. 

T Kenneth E. Boulding, The Skills of the Economist, (Cleveland: Howard Allen, 1958), 


8 Roy L. Lassiter Jr., “Estimating the Monetary Value of Damages in Negligence Cases 
Involving Death,” University of Florida Law Review, Vol. 15, No. 3, pp. 384-393. This 
article is also reprinted in Sol Schreiber, ed., Damages in Personal Injury and Wrongful 
Death Cases, (New York: Practicing Law Institute, 1965), pp. 457 72. So ale J. B. 
Spence, “Demonstrative Evidence,” in Walter C. Beall, ed., Wrongful Death and Sur- 
vivorship, (Cincinnati: Anderson, 1958), pp. 109-25; and Herman B, Glaser, “Evaluating 
and Proving the Loss of Service of a Housewife,” The Plaintiffs?’ Advocate, April 1960, 
pp. 46-52. 
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the average housewife’s usual household activities into four to 16 dis- 
cernible occupations, e.g., governesses, cooks, domestic servants, and then 
they use the average going market wage rates for these occupations as 
statistical bases for estimating the replacement cost of the deceased house- 
wife. If one follows these methods he is, in fact, tacitly assuming that all 
housewives are identical as to ability in home management, mental and 
physical capacity, and that housewives and those in labor markets, such as 
governesses, cooks, and servants, are readily interchangeable. ‘Thus, the 
replacement cost of a housewife’s services computed on these methods will 
always be equal to any deceased woman’s unrealized contribution to family 
income for some specified, normal life span. 

This method of computation may be justifiable at best for macro-eco- 
nomic analysis and only if the purpose is to determine the imputed value 
of services rendered by non-paid housewives. It should be pointed out 
that the monetary value so computed, aside from the question of irrational 
processes involved in imputation,® is nothing more than an imputed value 
which has no substance in and of itself so far as the question of the value 
of a particular individual housewife is concerned. Consequently, when 
critically evaluated, the monetary value of the replacement cost estimated 
on the basis of the imputed value concept renders little rational basis for 
judicial decisions which involve a human being whose identity as the wife 
(and/or the mother) is at stake. 


III 
Proposed Methodologies 

ACCORDING TO ARMEN ALCHIAN, measurement is the assignment of 
number to entities, and the process of measurement involves (1) the 
purpose of measurement, (2) the process by which one measures, and 
(3) the arbitrariness of the set of numerical values inherent in the purpose 
and process.t° In this broad context, the conventional methods, not- 
withstanding the apparent flaws noted above, may be admissible for the 
purpose of the courts, if there were no other efficient and useful methodolo- 
gies available in an economist’s tool box. 

This writer proposes to estimate the replacement cost of a deceased 


9 For the broad problems associated with imputation, here considered in connection 
with the national income accounts, see George Jaszi, “The Conceptual Basis of the Ac- 
counts,” National Bureau of Economic Research, A Critique of U.S. Income and Product 
Accounts (Studies in Income and Wealth, Vol. 22, Princeton: Princeton University Press, 
1958), p. 57—67, and pp. 209-12. 

10 Armen A. Alchian, “The Meaning of Utility Measurement,” American Economic 
Review, Vol. 43, (March 1953), p. 26. 
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housewife on the basis of “estimated prospective earning capacity”! 
properly adjusted to the most probable market value of the replacement 
costs at going wage rates paid for the usual household occupations. More 
specifically, the proposed methodology requires, first, the estimation of 
the housewife’s probable earning capacity through statistical methods. 
Then, the estimated earning capacity is adjusted to reconcile a divergence 
between her earning capacity and her utility creating capacity for the house- 
hold; for, in general, the housewife’s earning capacity is less than the 
amount required to replace the housewife’s services by hiring the similar 
services at the market wage rates. Before presenting a detailed explana- 
tion of the adjustment process, the method of estimating the housewife’s 
prospective earning capacity is in order. 


a. Estimation of Prospective Earning Capacity 

Use of statistical technique including the probability theory for testimony 
on which judicial decisions might be based is not new in legal literature. 
As far back as the late eighteenth century in England, Bentham in his 
Rationale of Judicial Evidence proposed a numerical scale on which wit- 
nesses might mark the degree of certainty attached to their testimonies on 
the basis of theoretical possibility.15 One of the important conditions that 
has to be met in using the statistical technique is the condition that there 
exists some uniformity of the system of facts to which certain premises and 
the conclusion which is about to be drawn from the statistical inference 
are related. In our case, as it is proposed to project the probable earn- 
ing capacity of the housewife on the basis of statistical inference, it is 


11 Ydeally, the concept of “capitalized monetary income” has to be used in estimating 
the housewife’s earning capacity, due to the prevalence of part-time work in women’s 
employment. If this concept is used, there is the formidable problem of selecting an 
“appropriate” rate of interest to capitalize the future income. On the concept of capi- 
talized monetary income, see J. R. Hicks, Value and Capital, (London: Oxford Univer- 
sity Press, 2nd ed., 1961), pp. 172-73. 

12 Empirical data available support the existence of the divergencies. For instance, 
studies made by the Consumer and Food Economic Division of the U.S. Department of 
Agriculture revealed that the cost of home-made children’s clothes is substantially less 
expensive than comparable cost of clothes available from stores. U.S. Department of 
Agriculture, Rural Family Living, October 1956, pp. 18-19. See also Family Economic 
Review, (U.S. Department of Agriculture), October 1964, for savings accrued from 
home laundering. For median income of women by occupational group, see Bureau of 
Census, Current Population Reports, Consumer Income, Series P-60, No, 41, October 
1963; and Herman P. Miller, Income of the American People, (New York: John Wiley, 
1955). 

13 John Maynard Keynes, A Treatise on Probability, (New York: Harper, Torchbooks 
series, 1962), p. 20. 

14 Frederick C. Mills, Statistical Methods, (New York: Henry Holt, 3rd ed., 1955), 
p. 136. 
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imperative for the investigator to substantiate a set of facts through which 
her earning capacity may be statistically estimated. Then, given a set of 
pertinent facts e.g., labor market conditions,™ her educational background, 
experience, and demonstrated skill and talent, statistical technique will en- 
able us to obtain a good first approximation of the most probable amount 
of earning she could have made under certain assumptions.1® 

The use of the statistical method is essential in this case for two im- 
portant reasons. In the first place, the estimation of the prospective 
earning capacity of the deceased housewife involves an event that has 
never in fact occurred in reality (7.e., there is no factual evidence of earning 
record at or immediately before the time of death). Under this circum- 
stance the estimate can be made only in terms of the event most likely to 
have occurred on the basis of a succession of contingencies.” Secondly, 
the estimate of the housewife’s earning capacity has to be supported by 
probability consideration so that there will be some objective means of 
evaluating the estimates.7* 


b. Estimation of the Replacement Cost 

The adjustment of the divergence between the housewife’s prospective 
earning capacity and her utility creating capacity is made by the indifference- 
curve approach. A word of caution seems to be in order. ‘The indiffer- 
ence-curve approach and the utility concept are applied in this study with- 


15 Labor market conditions for women and average annual earning of women by occu- 
pation can be obtained, among others, from the following sources: Occupational Outlook 
Quarterly, published by the U.S. Department of Labor; Clerical Occupations for Women, 
(Women’s Bureau Bulletin 289); U.S. Department of Labor, Job Horizons for College 
Women in the 1960’s, (Women’s Bureau Bulletin 288), 1964; Bureau of Labor Statistics, 
National Survey of Professional, Administrative, Technical, and Clerical Pay (Bulletin 
No. 1387), 1963; Monthly Labor Review, 1963 Statistical Supplement No. 1; Civil Ser- 
vice Commission Bulletins; National Educational Association, Research Bulletin, Vol. 42, 
No. 3, October 1964. 

16 In any statistical study which involves projection, certain basic assumptions are 
necessary. Given a set of assumptions, the prospective annual earning of the housewife in 
question in the base year period, X, is 

a where X; is the annual average earning of occupation which 
she can fill and n is the number of various occupations for which 
i she can be considered. Earning figures of occupations can be 
i=l obtained from the publications listed in footnote 12. 


17 J. M. Keynes, op. cit., p. 24. 
18 Assuming that X is a random variable, the mathematical expectation of X, E(X), is 


n 
E(X)= >> piX 
i=l 
where X; is the annual average earning of occupation, and pı is the relative frequency 
expressed in terms of probability associated with X:. 
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out the pretence that one is able to measure “utility” or to register his pref- 
erence in numerical values.t®° Nor are they used here without awareness 
that certain shortcomings are inherent in the indifference-curve approach.”° 
Rather they are used as analytical devices showing changes of the set of 
variables used in this study. | 


Figure 1 


Equilibrium of Household 


Household's Money Income Position 





Household's Utility Income Position 


18 On critical evaluations on the measurability of utility, see D. Ellsberg, “Classic and 
Current Notions of Measurability Utility,” Economic Journal, Vol. 64, 1954; J. R. Hicks, 
op. cit., Chapter I; and Armen Alchian, op. cit., see also Paul A. Samuelson, Foundations 
of Economic Analysis, (Cambridge: Harvard University Press, 1961), Chapters V and 
VIL Tor application of the indifference-curve approach in a wide range of economic 
problems, see Kenneth E., Boulding, Economic Analysis, (New York: Harper, 3rd ed., 
1955), Chapters 36 and 37, 

20 For certain objections to the use of the indifference-curve approach, see Kenneth E. 


Boulding, A. Reconsiruction of Economies, (New York: Science Editions, Inc., 1962), 
pp. 81-3. 
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In Figure 1, the household’s total money income position is measured 
in dollars on the Y axis while the household’s total utility creating capacity 
expressed also in dollars is measured on the X axis. Thus, LN on the X 
axis represents the housewife’s utility creating capacity expressed in terms 
of monetary value of her services computed on the basis of going wage 
rates for her various services in the household.22 ‘The X axis will be 
termed the household’s utility income position. OA on the Y axis repre- 
sents the husband’s share of the household money income and AB the 
estimate of the housewife’s prospective earning. AB equals the value of 
X explained in the preceding section (see footnote 16). Note that 
AOAL is isosceles.?? Thus, the household’s total money income Y, is 


Yı =OA + AB. 
and the household total utility income X; is 
X = OL + LN. 


BN is the family’s income restraint line before the death of the house- 
wife. Indifference Curve Ia, which is asymptotic to the X and Y axes, 
is the behavior line of the household as a whole toward the total utility 
derived from the combination of the X and Y income sources, viz., the 
slope of the curve is the marginal rate of substitution.?3 











; AY ; | AY MU, 
Since I, =a and since AY -: MU, = AX MUL y= MU, If we 
let the slope of BN equal 5 MU; Eia which means the 


"MU, Q 
equilibrium position of the household prior to the death of the housewife. 
The result of her death will force the household’s behavior line down to 
the I, line, and if no substitutes for the housewife are employed, the 
household will eventually settle at point H. 


21 Journalistic in nature, many women’s magazines from time to time release the 
estimated monetary value of an average housewife’s services in the household. See, for 
instance, American Home Magazine, January 1958, cf., also a mimeographed press 
release, What’s a Wife Worth?, (New York: Chase Manhattan Bank, 1965). 

22 Admittedly this is unrealistic, as it assumes that the husband’s share of the house- 
hold’s total utility creating is limited to the amount of his earning. However, as will 
become apparent, the result of the replacement cost of the housewife will be hardly affected 
by this assumption. 

23 By necessity this model presumes the welfare position of the household before the 
death of the housewife. Technically, it is inconceivable to have the curve Ia once the 
housewife is dead, for there will be no problem of choice on the part of the family as to 
the sources of utility. By the same token, once she has ceased to function as a housewife 
or mother, there will be no need of monotone transformation of utilities derived from the 
x and y sources of income. The question of risk is also ignored in this model. It should 
be noted, however, that consideration of the risk question will influence the slope of Is. 
On this issue, see Milton Friedman and L. J. Savage, “The Utility Analysis of Choice 
Involving Risk,” Journal of Political Economy, Vol. 56, 1948, pp. 279-304. 
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Since AOBM is isosceles, and since AB < LN, there exists MN amount 
of divergence between the housewife’s money income earning and her 
utility creating capacity expressed in terms of market value of her services. 
This divergence may be logically reconciled by an adaptation of the 
Hicksian approach to the income and substitution effects,?* viz. by 
drawing a straight line in such a manner that it is parallel to the line 
AL and yet tangent to the curve Ip The new line is indicated by line 
CP. Since the curve I, is convex to the origin, and since the slope of CP 
is steeper than that of BN, line CP will be tangent to the curve I, to the 
left of the point F, ze, the initial equilibrium position. If we let 


CP = oo at the point K, a ;, and, thus “OF oF 
Therefore, the household’s Sonos well-being measured by the total 
utility is not affected in any way. The cost required to replace the service 
previously performed by this particular housewife will be at least LP. If 
the line OT is assumed to be the ideal path for the behavior line to move 
in (since one can inscribe the largest rectangular area inside of the isosceles 
by following the midpoint cut by line OT), the loss of the housewife’s 
service in terms of her total utility creating capacity is represented by HE. 
Since HG : HE=LM : LP, the monetary value of replacement cost of the 
deceased housewife for the base year period, R,, will be 








R, = LM + MP 
Geometrically, MP can be computed by solving for GK. That is 
MN BG MB BG Siete dasa. tebe. yee 
K = ———_—, because => = == GK + MB = - BG. 
GK vi UP GE and MB = MN 


The value of R, may be projected for a number of years to obtain the 
total replacement cost of the housewife.2® However, the length of the 
projection used must be justifiable on the basis of the demonstrated needs 
of her services by the household. (See a hypothetical case presented in the 
appendix.) 


IV 
Summary 

SERVICES RENDERED BY HOUSEWIVES to their households are priceless, and 
thus are not susceptible to objective economic measurement. Neverthe- 

24 Hicks, op. cit., pp. 30-2. 

23 [he total replacement cost obtained should be reduced to the present cash value by 
using discount formula Pe = soe 

(L+r)* 

A discussion on the rationale for discounting may be found in Russell E. Leasure, “How 
to Prove Reduction to Present Worth,” Schreiber, ed., of. cit., pp. 473-82. 
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less, the courts need some rational basis for estimating the extent of 
“economic loss” incidental to the injury or death of a housewife. The 
conventional methods employing the imputed value concept are rudi- 
mentary, if not impracticable. The proposed method of this study of 
estimating the replacement cost consists of: First, the housewife’s prospec- 
tive annual earning capacity was estimated by a simple statistical tech- 
nique. Then, this estimate was adjusted through adaptation of the in- 
difference-curve approach in order to approximate her real contribution 
to the household in terms of market wage rates paid for the usual house- 
hold occupations. The adjusted figure constitutes the estimate of the 
replacement cost of the housewife for the base year period. This note 
was written in the spirit of arousing economists’ interest in the rela- 
tively untilled area of economics applied in judicial decision making— 
that is, a “forensic economics” analogous to forensic medicine. 


Mercer University, Macon, Ga. 31207 
and Federal Reserve Bank of Atlanta, Ga. 30303 


Statistical Appendix 


AS A HYPOTHETICAL CASE, take the death of a housewife whose personal data reveals the 

the following predicates. 

a. She was white, 41 years old, mother of three sons whose ages were 14, 13, and 11. 

b. She and her husband were killed at the same time and the three sons are the only sur- 
viving members of the household. 

c. No special substitute was employed after her death; the grandmother of the boys as- 
sumed the custody of these surviving children. 

d. She graduated from a liberal arts college in the Eastern part of the United States. 

e. She was not gainfully employed at the time of her death, and a substantial time span 
had elapsed since she had been employed. She once worked, before her marriage, as 
a secretary. 

In any statistical investigation which involves projection, certain basic assumptions are 
necessary. It is assumed: 

a. That there will be no drastic change in social and economic conditions. 

b. That the economy will grow at an average rate of 4 per cent per annum with a rela- 
tively high level of employment. 

c. That the average earnings of occupations included in the computation of the house- 
wife’s probable earnings represents symmetrical distribution of the population. 

d. That the housewife had general aptitude and educational background making her eligible 
for consideration for employment in the occupation selected for the computation of 
her earning power. 

e. That she would seek full-time employment, if she were sufficiently motivated to do so 
for any reason, and would accept an average salary rate represented in occupations 
selected for her by the investigator. 

For the purpose of estimating the probable earning power of the housewife, 24 occupa- 
tions that a woman with a four year college education would be likely to consider were 


Monetary Value of a Housewife 281 


first selected and earning statistics for these occupations were obtained from data com- 
piled and published by reliable agencies such as the Bureau of Labor Statistics, U. S. De- 
partment of Labor, Civil Service Commission, and the National Educational Association, 
(A list of these selected occupations and their earnings are shown in Table 1.) 

A sample of five occupations was randomly selected from the pool of occupations listed 
in Table 1. The five occupations randomly selected included the following occupations 
and annual earnings: 





Identification Annual 
Number Occupation Earning 
16 Public School Teacher I $6,184 

6 Keypunch Operator II 4,957 

12 Typist II 4,623 

21 Librarian (Inexperienced) 5,365 

10 Tabulating Machine Operator 5,390 


The arithmetic mean of these five occupations, ie. her prospective annual income in 
the base year, x, was found to be $5,300. The prospective annual income was adjusted to 
obtain the primary replacement cost of the housewife (ie, Rg = LM+MP). 

Since we have now the household’s total money income, Y,, and the household’s total 
utility income, Yj, as: 

Y, = AO + AB = $10,000 + $5,300 = $15,300 

X =OL+LN = $10,000 + $8,200 = $18,200 

where: OA and OL represent the husband’s money income ($10,000 is a hypothetical 

figure in this case), 
AB is the housewife’s prospective annual income estimated above. (Note that AB 
is equal to LM. See Figure 1 in text), and 
LN represents the monetary value of the housewife’s service computed on the basis 
of going wage rates for her various services in the household. It was estimated that 
at least $159 per week are required to hire substitutes for various tasks normally 
performed by a housewife. $159 times 52 weeks is $8,268, in round numbers, 
$8,200. 

MP is found by estimating GK, and GK in turn is estimated by the formula: 

d= V (x1 — xX)? + (yy Ya)? 
where: (x,, y,) and (Xs, Yo) are coordinates for G and K respectively. 
In order to operate this formula, we let coordinates of M, B, and N be as follows: 
M = (a,,; by) 
B= (a,, by) 
N = (ag, bg). 


Then, 
G KX, = (a, tag) = Ma (15,300 +0) = 7,650 
y= a(b, +b) = 2 (0 +15,300) =7,650 
x Xa = Y2 (âg tag) = Y2 (18,200 +0) = 9,100 
Ya = Va (b; + ba) = y2 (0 +15,000) =7,650) 
and 


GK: d= V (7,650 — 9,100)? + (7,650 ~ 7,650) 


V (= 1,450)? 
1,450. 


tt 


H 
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Adding $1,450 to the prospective annual income of the housewife, her primary replace- 
ment cost, Rọ, was found to be $6,750 (ie. $1,450 + $5,300). An annual increment 
factor at the rate of 4.5 per cent! was added to this figure and the minimum supplement 
factor of 13 per cent? was further added to the adjusted primary replacement cost in 
order to arrive at the total annual replacement cost of the housewife. Then the total an- 
nual replacement cost was discounted at the rate of 4 per cent per annum compounded. 
(See discount formula shown in footnote 25 of the text.) 

To illustrate her total replacement costs and the present cash value of the total replace- 
ment cost for the first and second year period: 

First year = $6,750 + $877 (i.e, 13 per cent of the adjusted primary replacement 
cost) = $7,627. (Note that the adjusted primary replacement cost in 
the first year is equal to the primary replacement cost, as no annual in- 
crement factor is applicable in the first year). The present cash value 
of $7,627 discounted at 4 per cent per annum is $7,334.61 

Second year = $6,750 (adjusted primary replacement cost for the first year) + $303 
(4.5 per cent of $6,750) +$917 (13 per cent of $7,054 which is the 


Table 1 
AVERAGE SALARIES FOR SELECTED OCCUPATIONS 
Average 
Identification Occupation & Class Annual Salaries 
1 Bookkeeping—Machine Operators II $4,917 
2 Clerks, Accounting I 4,624 
3 Clerks, Accounting H 6,134 
4 Clerks, File II 4,851 
5 Keypunch Operators I 4,351 
6 Keypunch Operators II 4,957 
7 Stenographers, General 4,716 
8 Stenographers, Senior $,239 
9 Switchboard Operators, Special 5,121 
19 Tabulating-machine Operators H $,390 
11 Tabulating-machine Operators IH 6,403 
12 Typists II 4,623 
13 Secretaries, All Industries 5,018 
14 Secretaries, Manufacturing 5,226 
15 Secretaries, Nonmanufacturing 4,810 
16 Public School Teacher I 6,184 
17 Public School Teacher II 5,818 
18 Public School Teacher TI $,716 
19 School Counselors 6,500 
20 Vocational Counselors 5,337 
21 Librarians (Inexperienced) $5,365 
22 G.S. 4 4,793 
23 G. 5.5 5,347 
24 G. 5.6 6,315 


1 Since wage and salary levels rise every year at varying rates, an annual increment 
factor of 4.5 per cent, which represents the long-term growth rate of the U. S. gross 
national product, is added to the primary replacement cost to obtain the adjusted primary 
replacement cost. 

2 Since the basic assumption is to replace the services of the deceased mother by hiring 
substitutes in the market, the surviving family is expected to offer a prospective employer 
fringe benefits comparable to those offered by other employers, According to Economic 
Almanac (National Industrial Conference Board), the average of 13 percent of the total 
payment was borne by employers in all industries in 1964. 
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adjusted primary replacement cost in the second year) = $7,970. The 
present cash value of $7,970 discounted at 4 per cent per annum com- 
pounded for 2 years is $7,380.35. 

Repeating the above calculations for the remainder of 11 years (see Table 2), the total 
replacement cost computed for the 11 year period’, before discount, is found to be ap- 
proximately $105,500. When an annual discount of 4 per cent is applied, the present cash 
value of the total replacement cost is about $82,640. 


Table 2 
TOTAL REPLACEMENT COST AND PRESENT CASH VALUE 
Adjusted Total 

Primary Annual Primary Minimum Annual Present Val. 
Replace- Increment Replace- Supplement Replace- of Repl’mnt 

Year ment Cost Factor ment Cost Factor ment Cost Cost at 4% 

Col. (1) Col. (2) Col. (3) Col. (4) Col. (5) Col. (6) 

1 $ 6,750 $ 0 $ 6,750 $ 877 $ 7,627 $ 7,334.61 

2 6,750 304 7,054 917 7,971 7,380.55 

3 7,054 317 7,371 958 8,329 7 5404.87 

4 7,371 331 7,702 1,001 8,703 7,440.36 

5 7,702 346 8,048 1,046 9,094 7 474.93 

6 8,048 362 8,410 1,093 9,503 7,511.06 

7 8,410 378 8,788 1,142 9,930 7 5546.73 

8 8,788 395 9,183 1,193 10,376 7,582.03 

9 9,183 413 9,596 1,247 10,843 7,618.74 
10 9,596 43] 10,027 1,303 11,330 7,655.35 
11 10,027 451 10,478 1,362 11,840 7,691.80 
Total: $89,679 $3,728 $93,407 $12,139 $105,546 $82,641.03 


Notes: Col, 2 = Col. (1) xb, where b= 4.5% 
Col. 3 = Col. (1) + Col. (2) 
Col. 4 = Col. (3) Xc. where c = 13.0% 
Col. 5 = Col. (3) +Col. (4) 
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Partners in School Building 
IN THE SHORT PERIOD of 4 years, 948 schools in 46 states of the United 
States have become participants in the Peace Corps’ School Partnership 
Program. Under this program the Peace Corps makes it possible for a 
U.S. school to sponsor the building of a school overseas, usually four rooms 
in size. The American school raises approximately $1,000-$1,500, the 
estimated amount necessary for purchase of construction materials. 

Thus far, the Partnership Program has contributed to: 262 schools in 
Latin America where there is a shortage of more than 200,000 classrooms; 
182 schools in Africa; 129 schools in the North Africa-Near East-South 
Asia region; and 93 schools in the East Asia-Pacific area. [From the U.S. 
Department of State. ] 
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The Influence of Culture on Business 
in a Pluralistic Society* 


A Study of Trinidad, West Indies} 


By ‘TONY H. BONAPARTE 


AT LEAST TWO DIFFERENT APPROACHES for studying the environmental 
influences on businesses in developing countries are currently in use. One 
group of writers’ develops the zteraction of variables that affect a foreign- 
owned business firm. Of this group some feel that the entire environ- 
ment in which the foreign-owned business operates can be used to predict 
(or explain) the firm’s effectiveness. Some add the philosophy of the 
country from which the firm emigrated. Others stress the culture of the 
foreign nation while still others point out the significance of the policies 
of the foreign government. Whatever variables are used the focus of 
attention continues to remain on the operations of a foreign-owned bust- 
ness firm in a developing nation. 

On the other hand, there is a second group of writers? whose objective 
is not to view factors affecting a foreign-owned business but to examine 
the managerial class of the home country of the foreign-owned business, 


* Based on a paper delivered at a Symposium on “Entrepreneurship in Cross-Societal 
Perspective,” American Association for the Advancement of Science meeting in New York, 
December, 1967. 

+ The author wishes to thank Dr. Peter F, Drucker, Professor of Management, New 
York University, Dr. Herman D. Bloch, Professor of Economics, and Dr. Narendra K. 
Sethi, Professor of Management, both of St. John’s University, for their helpful comments 
and criticisms. 

l Richard Farmer and Barry Richman, Comparative Management and Economic 
Progress (New York: Richard D. Irwin and Sons, 1965); Anant Neghandi and Bernard 
Estafen, “A Research Model to Determine the Applicability of American Management,” 
Journal of the Academy of Management, December 1965; Richard Gonzalez and Claude 
McMillan, “The Universality of American Management Philosophy,” Journal of the 
Academy of Management, April, 1961; Frederick Harbison and Charles Myers, Manage- 
ment in the Industrial World (New York: McGraw-Hill Book Company, 1959); Richard 
D. Robinson, International Business Policy (New York: Holt, Rinehart and Winston, 
1964); James Lee, “Cultural Analysis in Overseas Operations,” Harvard Business Review, 
March-April, 1966; John Fayerweather, Management of International Operations (New 
York: McGraw-Hill Book Company, 1959); Roy Blough, International Business: Environ- 
ment and Adaptations (New York: McGraw-Hill Book Company, 1966). 

2 David Granick, The Red Executive (New York: Doubleday, 1961); J. McGivering, 
et al., Management in Britain (Liverpool: 1959); H. Hartmann, Authority and Organiza- 
tion in German Management (Princeton, N.J.: 1959); F. Harbison and I. A. Ibrahim, 
Human Resources for Egyptians Enterprise (New York: McGraw-Hill Book Company, 
1958); H. W. Ehrmann, Organized Business in France (Princeton, N. J.: 1959); Naren- 
dra K. Sethi, “India—Challenge for Management,” Advanced Management, January, 1961; 
J. C. Abegglen, The Japanese Factory: Aspects of its Social Organization (Glencoe: Free 
Press, 1958); S. E. Prasad, “Czechoslovakia Management,” Academy of Management Jour- 
nal, December, 1966. 
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in order to see how it functions. Most of their studies analyze manage- 
ment in various countries without identifying particular factors affecting 
the business system. They describe the writers’ knowledge of foreign 
variables and their experiences with foreign administrators; they are more 
concerned with bow businesses in these countries operate rather than the 
degree of influence that particular variables have on business. 

The main purpose of the author of this paper is similar to that of the 
latter group of writers, namely, to describe business operations in a specific 
country—Trinidad. However, in contrast to most studies of the sort it 
will concentrate primarily on one variable—culture—in order to view its 
impact on business on that Caribbean island. 

This study makes two basic assumptions. First, Trinidad’s cultural 
framework is intrinsic to the business enterprise and not a part of its en- 
vironment. In other words, the writings of many authors (especially in 
the past decade) identify specific environmental variables—physical, eco- 
nomical, political, social or cultural—and point out their “influences” on 
business systems.* But it is our contention that, in the case of Trinidad, 
this cannot be done. The cultural aspects are so interrelated with the 
activities within the business system that they cannot be analyzed sepa- 
rately. 

Second, because of the pluralistic conditions of the island, culture 
should be the relevant factor in any kind of meaningful analysis of busi- 
ness in Trinidad. That is, although it can be debated whether or not 
Trinidad is a plural society,* we are taking our cue from Furnivall,® and 
agreeing with him and other authors who have defined not only Trini- 
dad but all the Caribbean countries as plural societies.® 


3 For example, see Scott D. Walton, American Business and its Environment (New 
York: Macmillan, 1966). The reports by Robert A. Gordon and James E. Howell, 
Higher Education for Business (New York: Columbia University Press, 1959), pp. 64-66; 
and Frank C. Pierson, eż al, The Education of American Businessmen (New York: 
McGraw-Hill Book Company, 1959), pp. 89—93, stress the importance of the market 
and non-market environment of the business enterprise. 

4 See H. I. McKenzie, “The Plural Society Debate,” Social and Economic Studies, Vol. 
15, No. 1 (March, 1966). 

5 J. S. Furnivall, Colonial Policy and Practice (Cambridge, England: Cambridge Uni- 
versity Press, 1948), pp. 303-12. 

€ See M. G. Smith, The Plural Society in the British West Indies (Berkeley: Univer- 
sity of California Press, 1965); Peter Dodge, “Comparative Racial Systems in the Greater 
Caribbean,” Social and Economic Studies, Vol. 16, No. 3 (September, 1967); Vera Rubin 
(Ed.), Social and Cultural Pluralism in the Caribbean, New York Academy of Science, 
1960; Philip Singer and Enrique Aranetta, Jr., “Hinduization and Creolization in Guyana: 
The Plural Society and Basic Personality,” Social and Economie Studies, Vol. 16, No. 3 
(September, 1967); M. G. Smith, “The Plural Framework of Jamacan Society,” British 
Journal of Sociology, Vol. XU, No. 3 (September, 1961), pp. 249-262; R. T. Smith, 
“Review of Social and Cultural Pluralism in the Caribbean,” American Anthropologist, 
Vol. 63, No. 1 (February, 1961); and Daniel J. Crowley, ‘Plural and Differential Accul- 
turation in Trinidad, American Anthropologist, October, 1957, pp. 817-24. 
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Research Methodology 

THE DATA for this paper were collected over a period of three years and 
interviews were completed during the months of April and May of 1967. 
In particular, forty individuals, carefully selected, were interviewed. The 
group consisted of eight managers, eight employees from the eight largest 
traditional businesses, six businessmen who were prototypes of the dif- 
ferent ethnic groups on the island, six officials from business associations, 
six owners of small businesses, two social anthropologists, a professor of 
economics and a professor of engineering, and, finally, two government 
officials. l 

The main reason for thus deciding the constitution of the group is that 
businessmen in Trinidad are not the only ones who understand their busi- 
ness system. In this small developing country (the size of Delaware) 
where a great amount of interaction takes place between business, govern- 
ment and the professions, there is no clear separation of occupations. Very 
few individuals are trained managers or educated politicians (have law 
degrees, etc.) or qualified professionals. One makes do with what one 
has. Therefore, interviewing a cross section of individuals from different 
areas of the society gives a clearer perspective of the relationship of cul- 
ture to the business operations than any other procedure. 


Introduction 

TRINIDAD Is a multicultural, multiracial society. Its one million inhabi- 
tants are descendants of people who came from Africa, Europe, India and 
the Orient. Some of these emigrants went to Trinidad to conquer, some 
to settle, some were brought as slaves. Others were persuaded that they 
would find a better life there. Still others were in flight from the law. 
Each ethnic group brought distinctive culture, language and customs and 
the country today is an interesting and complex mingling of traditions 
and heritages. 

Many dialects are spoken in Trinidad although standard English is the 
language of the island. For example, “creole” is spoken in most homes, 
yet many Trinidadians regard creole as a vulgar tongue which debases 
the speaker, and which is not a language at all but a demeaning form of 
communication. 

Carnival, introduced by the Spaniards, is the national festival. And, 
although its link with religion is almost forgotten, it still takes place on 
the two days before Ash Wednesday. After Emancipation (1834), the 
newly-freed slaves took the opportunity of indulging in their old African 
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dances and songs, accompanied by bamboo “joints.” The combination of 
African mythical characters and French Pierrots and clowns produced 
fantastic results, unique to the Carnival of Trinidad. From “J’ouvert’’ to 
“Las Lap” the colorful steel bands, in costumes representing awesome 
devils, sailors, Indians, and many other disguises, parade the streets. 

It is in this atmosphere of calypsos, steel band music, tall coconut trees, 
cricket and “liming” (sitting at the corner, gossiping) that Trinidad’s 
business system operates. The ‘traditional’? businesses have become 
“institutions” in the society. Their undertakings include a multitude of 
shopping agencies, manufacturers, import-export houses, factories, banks 
and supermarkets. 


The Cultural Setting 
‘TRINIDAD’S CREOLE CULTURE will first be investigated, to see how it 
serves as a common denominator and underlying foundation for behavior 
within the business system. Then the influence of Creole culture on the 
different attitudes towards work, management and authority will be exam- 
ined. Finally, the characteristics of the plural organization will be pre- 
sented. 

Managerial activity has little meaning apart from the larger cultural 
context in which it takes place. To study the ways in which things are 
achieved through and with people without considering the sources of 
wants, the origin of the manager’s beliefs and aspirations, is to study 
something which in reality does not exist.’ 

The term “culture” has been defined somewhat differently by various 
authorities. However, we will take culture to mean the dominant human 
attitudes, values, and beliefs in a given society or country and the way 
they tend to influence the practices, behavior and performance of indi- 
viduals working in productive enterprises. 


Creole Culture and Great Britain’s Influence 
IN Trinipap, none of the ethnic groups—Negro, White, East Indian, 
Chinese, and Mixed—are functionally exclusive or “watertight.” All 
groups share common characteristics and many members are as proficient 


7 Following Webster, “traditional” is used here to mean a long established custom or 
practice; something handed down from the past. 

8 Tony H. Bonaparte, “Management in the Cultural Serting,” Advanced Management 
Journal, Vol. 31, No. 4 (October, 1966), pp. 38—44. 

9 See E, B. Tylor, Primitive Culture (New York: Harper and Row, 1958); Charles 
Wissler, Man and Culture (New York: Crowell Publishing, 1923); Branislaw Malinowski, 
“Culture,” Encyclopedia of Social Sciences, Vol. IV, pp. 621-45; Ruth Benedict, Patterns 
of Culture (New York: Houghton-Mifflin, 1934). 
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in the cultural activities of other groups as in those of their own. Further- 
more the overwhelming majority of the Negroes, the relative permissive- 
ness of their culture, and the longer period of their cultural dominance 
has caused the other groups to become at least partially acculturated or 
“Creolized.’’?° 

Trinidad’s colonial society was upheld by force but obviously not by 
force alone. After 1840 emphasis was laid on Christianity, on education 
and on respect for the law and good citizenship. These ideas of moral 
upliftment indicate that a clear and deliberate attempt was made to create 
a set of common values (or an imposed ideology) for the whole society. 
In practice this meant a common recognition not only of the de facto 
power position of the Europeans but also of the ‘superiority’ of British 
culture. This is sometimes called a “White bias” in the whole social and 
cultural life of the island. 

To say that Trinidad’s society is integrated around recognition and 
acceptance of the intrinsic worth of British culture does not imply there 
was no resentment against British rule and active opposition to it. Nor 
does it mean that each social group is without its own culture. It does 
mean that things in Trinidad are still judged by comparison with British 
culture and British standards, and that the whole structure of the society, 
including the ranking system, tends to acquire a legitimacy in terms of 
these standards and values. Furthermore “Britishness” is part of Creole- 
ness. It is easy for the Trinidadian to play many characters and one of 
his favorite roles is that of being “British.” Therefore Creolization 
involves two major processes. In the first place it involves the creation of 
some area of common culture corresponding to the social relations in 
which people of varying ethnic groups are involved. Thus, being edu- 
cated in the Liberal Arts in England, to take one example, is considered 
to be the highest standard of education for any Trinidadian. On the 
other hand, an integral part of the process of Creolization is to stress the 
differences among the racial groups. 

In fact, Creolization does involve a fundamental change in the cultural 
and social structure of the constituent ethnic groups but it does not lead 
to the creation of a closely-knit society. On the contrary, it is basic to 
Trinidad’s Creole society to maintain an image of sectionalism. The 
“plural” model is in fact a very close approximation of the kind of cul- 


10 Daniel J. Crowley, “Plural and Differential Acculturation in Trinidad,” American 
Anthropologist, October, 1957. 

11 See Eric Williams, History of the People of Trinidad and Tobago, Trinidad: PNM 
Publishing Company, 1962, 
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tural image necessary for the maintenance of a divided Creole society. All 
it needs grafted onto it is the idea of the basic ‘superiority’ of one of the 
segments. 

The values and ranking system we have been discussing do not exist in 
a vacuum. In Trinidad the Englishmen or Whites control the businesses, 
the Negroes the polity. The other groups struggle for a greater share of 
the wealth, a more influential role and a higher status. These struggles 
are rooted in group interest but their general nature and mode of expres- 
sion show how deeply internalized the notion of the ‘superiority’ of British 
culture has become. 


Attitude Towards Work 

WORK FOR THE SAKE OF WORK is generally not to be found in Trinidad. 
In certain other societies the individual believes that he has to work hard 
in order to obtain what he wants. He may even think that he will starve 
if he does not work. This attitude is not true of Trinidad. An informant 
said to the writer, “. . . in this society where you have an even climate, 
where there is no vast difference in temperature—it may drop 10 degrees 
but nothing drastic—where there is always a nice breeze and you can look 
around and see the sea most of the time, where the skies are blue, the 
trees are always green, and where you can see the swaying coconut trees 
and can drink nice coconut water anytime, who would want to work? 
Why should anyone strive hard?” Some people do work “hard,” but 
they are very few. There is no incentive to drive oneself to the extent 
found in a society where the individual knows that he has no one to turn 
to in time of need. ‘‘Most of the time you can walk and if you cannot 
walk someone will take you in a car. It is a relaxed atmosphere, which 
is partially responsible for the lackadaisical way the people seem to look 
at things in business,” one Trinidadian observed. 

Work is accepted as an inevitable part of everyday life but there is no 
reason for going after it. Generally Trinidadians are good workers when 
they see a reason to work. But they do not consider work in itself a 
virtue. It is not common sense, in their view, to work just so as to keep 
their hands occupied, or even to earn money when there is money enough 
for the current needs of the family. It is not considered morally corrupt 
to be idle or to stay away from one’s job. There is little anxiety about the 
future. 

Working for oneself, and not an employer, is believed to be desirable, 
because then one is free to work at one’s own tempo: “I like to work a 
little, rest a little.’ Traditionally, work and leisure are not in opposition 
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to one another. The people who spend a great deal of time talking about 
“Carnival” on the job, feel it is part of the work process. There is no 
“hard and fast” rule for eight hours work during the day, there is no spe- 
cial time for breaks and rest periods. Rest and work are both in the nature 
of things, according to the demands of the present. 

Note must be again taken that in relation to time, Trinidad’s culture 
puts major emphasis on the established present. Things are as they are 
because “that is the custom.” ‘The past is not venerated—it validates the 
present; and the future is expected to be like the present. 


Attitude Toward Management 
MANAGERS IN TRINIDAD are not generally interested in management train- 
ing programs because they feel that experience is the better teacher. This 
is part of a greater cultural attitude that pervades all over the island. 
“You either have it, or you don’t.” Otherwise you will not “make it” 
even with all the management training you receive. 

No prestige is given in the society for being a manager as such. Pres- 
tige is given to the English or White manager because of his ethnic back- 
ground and not because of his occupation. It seems that for all occupa- 
tions, there is a hierarchy, beginning with the professions, through the 
government service and ending with business. Then of course, it depends 
if one works for one of the traditional firms, one of the foreign-owned 
firms, or one of the new local firms, in that order. Consequently, a “brain 
drain” occurs from businesses and this reduces their effectiveness. 

There is professional management in such international firms as I.B.M., 
World Trade Corporation and Lever Brothers, but most of the business- 
men with whom the writer spoke believed that management was not a 
profession. One respondent said to me, “There is no right or wrong way 
to manage; no special set of principles which I follow .. . it is all a matter 
of how I did it in the past and if it was successful.” Some of the people 
who were in a position to render managerial service to the firms agreed 
that “There was a tendency for businessmen in Trinidad to perpetuate a 
certain way of doing something, which is not necessarily the best.” 

It seems that, on the one hand, the attitude towards management is 
based on education or, in its absence, the lack of respect for a body of 
knowledge on the subject of management. However, the view of manage- 
ment is also related to the fact that there is no need to think of “manage- 
ment” at all. Businessmen have found that even if they did think of 
management as a sophisticated discipline it would be of little use to them 
since their customers did not change. If their markets did not change 
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appreciably, why should they change their management attitudes? The 
idea of change is therefore very much interrelated with the attitudes Trini- 
dad businessmen hold on management. 

The manager of one of the business associations noted: 


Regardless of how much I try to tell them that this is going to make 
them operate more efficiently, that it may even increase their profits, they 
are not interested at all. It is difficult to get them to see this. The busi- 
nessmen who have not been abroad or exposed to how big business oper- 
ates, are suspicious of a lot of these modern machines, equipment of man- 
agement techniques which you want to introduce to him. It is difficult to 
get them to accept the fact that you have to do it this way or you are not 
going to get anywhere ... One has to be very diplomatic in trying to 
institute change in any form, particularly where you have businessmen 
who have succeeded with the old ways. 

This attitude can be found in other developing nations where business- 
men are not accustomed to modern techniques. And, if they are told any- 
thing about how they should operate differently in the future, they be- 
come suspicious. 

The respondents who had the above attitude could be placed into two 
camps. Some businessmen believed that management consultants were 
intellectuals and since the businessmen were not knowledgeable in the area, 
they did not want to ask questions that would show their ignorance. On 
the other hand, there were those who had developed a superiority com- 
plex. They believed that since they had been in business for a long time, 
they knew what they were doing. They were sute that their methods 
were correct and no one who was not an experienced businessman could 
give them any "high-fangled” management ideas or tell them what to do. 
In either case, the people who would like to change businessmen’s attitude 
on management in Trinidad were not receiving any real feedback from the 
businessmen—-at least, not enough to find out the needs and problems 
which the businessmen encountered. 

The view of risk-taking also affects the attitude in Trinidad towards 
management. The top-level managers in the traditional firms are from 
two main areas in the society—upper-class Europeans and people who 
have spent some ten or more years in the government service. The upper- 
class Europeans are not prone to risk-taking and innovations because of 
their secure social identity in the society. No one threatens their position, 
no one competes for their roles in the community. And, with no competi- 
tion or threat for a larger share in the market, there is little opportunity 
for risk-taking. On the other hand, those who have been recruited from 
the ranks of government service had gone into Civil Service in the first 
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place, to a great extent, because of their misgivings about being a success 
in business. When they are appointed to administrative positions in pri- 
vate firms, they retain the passive attitude which is unfavorable to taking 
chances and making changes. 

One will also find that Trinidad managers do not trast their subordi- 
nates. There is the old-fashioned idea that only one person is to be trusted 
with money. A sales clerk fills out the sales slip. He takes it to another 
individual who checks it, then this employee will in turn give it to another 
person who takes the money and returns the change. Now the sales clerk 
apparently is not trusted to handle the money or charge the right amount. 
The procedure is not only inefficient but it also involves a lack of confi- 
dence in many of the workers. 

The attitude towards management in Trinidad is not based on one 
notion but on a composite of ideas about the respect due business activities 
including the view of risk-taking, the lack of appreciation for management 
trainers, the feeling that management cannot be learned, the feeling of not 
wanting to change from ways in which one has operated in the past and 
the lack of trust in subordinates. Therefore, a cycle of fallacies is built 
up which keeps management practices from changing. Because manage- 
ment as a profession is not respected, and even despised in some areas, 
few businessmen are attracted to different or sophisticated managerial 
approaches. This in turn leads to inefficiency which again leads to dis- 
respect for business administration as a group of learned disciplines as a 
whole and to management as a profession in particular. 


View of Authority 

MANAGEMENT IN TRINIDAD is primarily authoritarian in the large tradi- 
tional firms. This is because of the social status accorded to members of 
the managerial class. There is a correlation between being in the upper 
strata in the society and being a manager. And there is also a relationship 
between being a “manager” and the attitude of maintaining the authority 
of the upper group within the business firms. These elements cannot be 
separated. 

Authority is viewed as the absolute natural right of the manager. The 
top level managers feel they are born to manage and to rule others and 
that their authority is based on some type of natural law and/or charismatic 
endowment, rather than on a clearly defined role in the organization or 
specific skills and knowledge. This is a special case in Trinidad because 
the authority is given by the people and not taken by the manager in 
“Caesar” fashion. Few managers in Trinidad would say, “I am the boss; 
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do as I say.” Rather, it is the subordinate who says, “He is my boss and 
I will do whatever he tells me to do.” The effect of this view of author- 
ity in terms of managerial behavior is to produce a high degree of cen- 
tralization and very little delegation of authority within the business 
enterprise. 

Of course, this view is related to the belief that management is not 
based on theoretical concepts and principles and that managerial compe- 
tence cannot be evaluated on the basis of any objective criteria. Also, 
this attitude exists because of the preponderance of privately-owned enter- 
prises, typically operating under a system of patrimonial management and 
rigid family control. 

Another factor that contributes toward the formation of this attitude 
concerning authority is that most of the members of the ethnic groups who 
are promoted, aside from the Whites and Chinese, in the majority of 
cases retain the psychology and attitude of the subordinate and continue 
to be fearful of the Whites and dependent on them for guidance. Author- 
ity, therefore, regardless of the organizational position of the other races 
within the firm, is still left to the Europeans, who have traditionally domi- 
nated the society. 

The existence of the authoritative system has led to an extremely com- 
petitive attitude among subordinates. Many can be seen vying for favor- 
ite positions near the supervisor. One will find that lack of trust exists 
not only between managers and subordinates but also between subordinates 
themselves. 

In the Chinese and East Indian firms authority resides in a single indi- 
vidual and is not shared with other family members, and definitely not 
with outsiders. But there is here, more than in the traditional White firms, 
a greater amount of paternalism. There is a predisposition on the part of 
the employee to accept a dependent role in the organization. 

Note that paternalism in Trinidad does not mean that the employer 
provides housing, food, medical care, or social services for the employees. 
It means that employees feel they can approach their employers on an 
impersonal basis with the confidence that it is part of the overall rela- 
tionship between employer and employee. It is a fragment of what 
employees normally expect from being employed by a particular firm. 

In most of these business firms, one individual could usually be identi- 
fied as the decision-maker for the organization. There was usually one 
person who, because of his seniority or position in the family, commanded 
the respect of the others. His decisions might not be the best, but there 
was traditional respect by his colleagues for what he had to say. 


Influence of Culture on Business in a Pluralistic Society 295 


The Plural Organization 

A plural FORM of organization was evident in many of the old “tradi- 

tional” firms. The principal features were: 

1) An aggregate of four main racial groups—Whites, Negroes, Chinese 
and Mixed. (East Indians omitted because of their general lack of 
participation in Non-East Indian traditional firms). 

2) The members from these racial groups associated and solved problems 
together over time for the sake of the group. 

3) They utilized basic resources for the achievement of collective conse- 
quences through patterned behavior in ways possessing “‘groupness”’ 
as revealed and supported by the organization objectives. 


Inter-Racial Groups 
ANY ORGANIZATION which is composed of members of several racial 
groups, each with its own code of behavior, is a specific case because of 
the greater amount of inter-group relations. Therefore, some major 
characteristics can be seen in the traditional businesses: 


1) Sustained interaction among racial groups was not essential for the 
establishment of lines of communication and understanding in the 
business. 

2) Intergroup relations were impeded by management, who ignored 
individual differences and treated all persons as though they were 
members of a group. 

3) There was no adequate minority representation among those who 
develop and guide the activities of the organization. 

4) An important mechanism for the perpetuation of segregated groups 
and practices in Trinidad appears to be the relative unquestioning 
acceptance by the people of earlier customs or policy decistons which 
are passed along as “the way we do things here.” 

5) Conformity with the practices of segregation and discrimination was 
often quite unrelated to the intensity of prejudice in the individuals 
who conformed. 

6) The White group who control the operating practices in the large 
organizations in Trinidad have no desire to establish better inter- 
racial group relations within a wide range of managerial practices. 
If they did, these new practices would become the established and 
accepted customs to which the members from the other groups could 
conform. 

7) Maintaining “separate” levels in the organization for different groups 
has meant in the long run the establishment of institutional barriers 
that have become major obstacles to desegregation. 

8) The person who first confronts the situation in a Trinidad firm 
learns from its regular participants the appropriate forms of racial 
interaction and attitudes and this tends to regulate his behavior, 
regardless of his past experiences. 
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9) There is no overt racial discrimination in business. But most work- 
ers know the amount of mobility they have within the firm because 
of their racial origin. 

10) The Chinese are the most effective business administrators on the 
island. The East-Indians have developed much of their own enter- 
prises thereby lessening their contact with other groups in business. 
The Negroes have no attachment to a united group effort in business; 
each tries to show how much better off he is than the other members 
of his group. Within the Mixed group there is shade discrimination 
—-the closer the approximation to European features, the most likely 
it is that the individual will achieve acceptance in business. The 
Whites control most of the large traditional businesses. 


The elements of the plural organization and the groups fuse into a 
structure which appears in Figure 1. 


THE PLURAL ORGANIZATION 


Plural 


Organization 





Figure 1. Trinidad’s Business System. 
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The individual in a “traditional” business acts and is treated according 
to the status of the particular ethnic group to which he belongs. The 
individual as such is submerged in his relations with the organization. 
However, as the diagram shows, both the organization and the individual 
(through his ethnic group) seek identity in accomplishing certain goals. 
Therefore, two behavior processes are in operation: 


1) One set contributes towards the organization’s accomplishment of its 
goals: the colonial process. 
2) Another set allows racial groups to enjoy separate identities through 
the agency of the organization: the group process. 
Both processes operate simultaneously in the organization and work 


towards compatibility. The role of the particular racial group that must 
be the agent through which organization objectives are accomplished is 
a fusion of the two processes. If the racial group gains satisfaction from 
work but gives nothing to the organization, the colonial requirements 
would not be met. If the organization demands are met but there is no 
satisfaction for the group, the group requirements are being sacrificed. 

The pattern therefore consists of the simultaneous operation of the 
colonial and the group processes. It is composed mainly of different 
racial groups interacting with the plural organization to achieve a bal- 
ance. But this simultaneous operation is influenced by “Creolization,” 
which strengthens the structure and keeps it from disintegrating. More- 
over, the plural organization, Creolization, and the various ethnic groups 
interact with the business system, promoting dynamism. 


Conclusion 

OUR FINDINGS can be interpreted in at least two ways. The optimistic 
side concerns cultural relativism. That is, the values utilized in Trinidad’s 
business system are a function of the island’s way of life and they cannot 
be evaluated out of context. Business in Trinidad, viewed only from the 
point of view of Trinidadians, is efficient. When the writer spoke to the 
managers of the traditional businesses, none of them saw any need for 
managerial training. No one thought that he was an ineffective manager 
or that his company compared to others was not doing as well as it could 
be doing: “Everyone knew his place in business and nobody believed he 
belonged somewhere else.” 

Competition in this culture is “good” for those who are satisfied with 
their share of the market. It is “bad”? for those who sweat and slave to 
make more profits than they ordinarily would under “normal” circum- 
stances. No businessman spoke to me of the superiority in the attitudes 
of the foreign businessman to theirs. Most of all, he felt that he was 
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“operating in a unique setting,” so that he knew more of “his” business 
environment than any one else. 

Now this does not mean that the writer found that the influence of cul- 
ture on Trindad’s business system made for stability. Far from it; there 
have been changes. When he spoke to Trinidadians about the changes 
that have occurred since the Peoples National Movement came into power 
in 1956, most people informed him that, “Things have changed.” The 
point is that to the Trinidadian, cultural changes have been phenomenal. 
The people now have different attitudes, beliefs and habits. To the out- 
sider the degree of change has been slight. 

My findings can also be viewed with more gloom. It appears that for 
cultural reasons, Trinidad has developed the type of manager who does 
not operate exclusively to maximize profits. The firm is regarded by 
manager and worker as much more than an economic enterprise. The 
businessmen are more interested in a dignified life, in pleasant surround- 
ings rather than maximum profits. The effective manager is not one who 
gets the right things done,'* but rather one who is paternalistic, who thinks 
of his social obligations, is concerned about the country’s affaits, as a 
whole, and is a European. 

Furthermore, every racial and cultural group that interacts in the busi- 
ness system has a particular role and attitude toward business. Moreover, 
the ‘superior’ status given to British culture causes other businesses to 
pattern their activities after the traditional European firms. Creolization 
supports the structure and gives each group a value system on which to 
base its behavior. 

The British culture is imbedded in the society and it provides a mode 
for operation. Moreover, it affects all of the major institutions in the 
society which could serve to change the business outlook. ‘Therefore, 
almost complete attention is paid to the British “way of doing things,” not 
only in the business system, but in the country as a whole.}* 

Hostility or tension in intergroup relations is significantly reduced 
because of the belief in the ‘superiority’ of the Whites. Different groups 
belong in different places. Different groups are responsible for different 
activities. ‘The British value system serves as the coordinating agent that 
unites all activities for the good of the nation. 

Probably, the most important implication of the above conclusion, is 


12 Sec Peter F. Drucker, The Effective Executive (New York: Harper and Row, 1966). 

13 See Lambros Comitas, “Metropolitan Influences in the Caribbean,” in Vera Rubin, 
(Ed.), Social and Cultural Pluralism in the West Indies, New York Academy of Science, 
1960, 
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how the cultural situation affects social changes. Since the old European 
firms are the models for the business community, it is to them that we 
must turn for change. Yet we do so in vain. Vroom says: 


It is ironic that British colonialism, which historically has been so heavily 
influenced by commercial interests, should have implanted a disdain of 
commerce among many colonial peoples. This may be in part because a 
colonial may seek recognition in two places, in the colonial and in the 
metropolitan ‘home.’ The dual striving is apparently achieved without 
conflict of ends most readily in the public service and, of course, some 
immediate status is acquired by the very identification with official func- 
tions.** 


However, ‘a disdain of commerce,” may not be so much a result of 
colonialism per se but more a British trait, a transplanted English tradi- 
tion. As David Granick has pointed out, businessmen in England, in 
contrast to those in other European countries and the United States, are 
regarded more or less, as second-string civil servants.15 Therefore, busi- 
ness in Trinidad has very little prospect of changing its manner of opera- 
tion if it retains the British model. And the society, as a whole, will not 
accord needed prestige to businessmen in the future any more than in the 
past. 

But, on the other hand, scholars writing about other islands in the 
Caribbean have pointed to changes that have taken place in these societies 
and concluded that these changes will affect all areas of the Caribbean.7¢ 
The writer does not feel optimistic enough to agree. From this study, it 
would seem that this kind of change would be more difficult for Trinidad 
to accomplish. 

In Jamaica, for example, the Syrians and Chinese have the responsible 
role as models in the business system, and the British in other areas of 
society (law, education, etc.). In Trinidad the British value system is 
dominant in business and in all the other areas of the community as well. 
The influence of the British is much more pervasive in Trinidad than in 
Jamaica. And, it is this pervasiveness which supports the influence of 
the British model in the business system. However, the society is a 
dynamic one. A century ago, non-Whites did not have the control of 
the government as they do today. Neither did firms employ any non- 

14 Leonard Vroom, “The Social Differentiation of Jamaica,’ American Sociological 
Review, Vol. 19 (April, 1954), pp. 115-25. 

15 David Granick, The European Executive (New York: Doubleday, 1962). 

16 See Raymond W. Mack, “Race, Class and Power in Barbados,” and Wendell Bell, 
“Social Change in Elites in an Emergent Nation—Jamaica,” in Herbert Barringer, George 


Blanksten and Raymond Mack, (eds.), Social Change in Developing Areas (Massachusetts: 
Shenkman Publishing Company, 1965). 
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Whites in offices. It may be that political power will later be translated 
into increased acceptance in business of the other races, but at the present 
moment, this has not yet occurred. 


Pace College, 
New York, New York 10038 


Soviet and U.S. Agriculture 


THE KREMLIN HAS ALTERED many of its policies for agricultural and rural 
iife since Nikita Khrushchev’s retirement. Production targets and govern- 
ment planned purchases in the eighth 5-year plan (1966-70) reflect a more 
realistic appraisal of the capabilities of Soviet agriculture. 

Nonetheless, a comparison of Soviet and U.S. agricultural practices which 
the Department of Agriculture makes in its June, 1968 Farmers Digest, 
shows that the Soviet Union still has a long way to go. 

People. It takes about a third of the Soviet work force to produce the 
nation’s food and fiber. Only 7.1 per cent of the U.S. labor force is em- 
ployed in agriculture. With a population of 196.9 million, and an average 
annual employment of 72.9 million, the United States has only 5.2 million 
people employed in agricultural pursuits. The U.S.S.R., with a population 
of 232.2 million, and an average annual employment of 110 million, has 
39.8 million people employed in agriculture. 

Farms. Huge State-owned (120,632 acres) or controlled farms (31,425 
acres in collective farms) with hundreds of workers each are the bulwark of 
Soviet agriculture. By comparison, U.S. farms are small (about 351 acres 
per farm), being operated in most cases by the farm owner and his family. 

Inputs. ‘The Kremlin moved to increase the level of inputs available to 
Soviet agriculture. But Russian farmers still use about 30 per cent as much 
fertilizer (30 pounds per sown acre compared to 84 pounds in the United 
States), and about one-third as many tractors and trucks, as their U.S. 
counterparts (U.S.S.R., 1,660,000 tractors and 1,017,000 trucks; U.S., 
4,815,000 tractors and 3,100,000 trucks). 

Output. U.S. agriculture, using less labor and land and more capital, 
usually tops Soviet farming in terms of output. Even in 1966 when the 
Russians enjoyed ideal growing conditions for grain and those of the U.S. 
were less favorable, the U.S. far outpaced the U.S.S.R. in total grain pro- 
duction. For eight food and feed grains combined, U.S. output totaled 202 
million short tons, compared with an estimated 158 million in the U.S.S.R. 
[From the U.S. Department of State.] 


Politics, Legislation, and the ILGWU 


By J. M. EIsNER 


I 
Introduction and Point of View 

FOR THIRTY-FOUR YEARS prior to March 16, 1966, David Dubinsky was 
president of the AFL-CIO International Ladies Garment Workers Union. 
Then he retired, becoming president emeritus and being succeeded at the 
head of the union by a long-time lieutenant, Louis Stulberg. The change 
in command marked the end of an era. Dubinsky’s political role had been 
one of actualization, of guiding the ILGWU in its unique political channel, 
midstream between the pure-and-simple pressure-group politics of the 
Gompersians and the ideologically determined politics of the Socialists. 
The thesis presented here is that the ILGWU’s political evolution—from 
the Socialist party to the American Labor party and then to the Liberal 
party—can be viewed as an adjustment of the revolutionary socialism of 
Eastern European Jewish immigrants to the economic and political reality 
of the American environment. Because of this adjustment, colored by 
Dubinsky’s unique temperament, his social ideology, and his pragmatism, 
the ILGWU’s political behavior has been characterized by a rational and 
pragmatic pursuit of social-policy-oriented labor politics. 

This thesis is, of course, a modification of the Commons-Perlman 
thesis. Commons suggested that “Labor movements in America have 
arisen from peculiar American conditions. ... Out of these conditions 
have sprung certain philosophies, or certain modifications of imported 
philosophies, and it is the union of these conditions and philosophies that 
explains the movements.” But Commons and Perlman suggested that 
ideology will evaporate as American trade unionists pursue economic goals. 
Their implication was that labor’s political role would eventually become 
nonideological, intended only to reinforce pure-and-simple, economic 
aims. Perlman developed this theme, insisting that trade unionists in 
America will become nonideological pragmatists and will abandon ideo- 
logical goals which are the creation of nonmanualist intellectuals, not of 
“organic” Jabor.? 


1 John R, Commans and others, History of Tabour in the United States, ed. John R. 
Commons (New York: Macmillan, 1926 [copyright, 1918]), Vol. 1, p. 3. 

2 Selig Perlman, A Theory of the Labor Movement (New York: Augustus M. Kelley, 
1949 [copyright, 1928]), pp. 5-6; Selig Perlman, A History of Trade Unionism in the 
United States (New York. Augustus M. Kelley, 1950 [copyright, 1922]), p. 292. 
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The present thesis owes a debt to the pioneer one of the Wisconsin 
school. But that thesis is too polarized. A serious flaw is the assumption 
that effective trade unionism and ideology are incompatible. The con- 
tention here is that the use of the method of pragmatism does tend to 
soften ideological viewpoint but does not necessarily yield pure-and-simple- 
behavior in labor politics.” Dubinsky has never abandoned his ideology— 
his pragmatism and personality notwithstanding. ‘To illustrate the point 
one needs only to compare “Dubinskyism” with pure-and-simple Gom- 
persism. The fact is that both men shared the method of pragmatism. 
Their differences were almost completely questions of social philosophy. 

William James said that the pragmatic method means “to try to interpret 
each notion by tracing its respective practical consequences.”* Pragmatism 
is “the attitude of turning away from first things, principles, ‘categories,’ 
supposed necessities, and of looking toward last things, fruits, conse- 
quences, facts.” James emphasized that pragmatism is a method only 
and that men of differing beliefs might equally use the method: 
{Pragmatism} has no dogmas, and no doctrines save its method. As the 
young Italian pragmatist Papini has well said, it lies in the midst of our 
theories, like a corridor in a hotel. Innumerable chambers open out of it. 
In one you may find a man writing an atheistic volume; in the next some- 
one on his knees praying for faith and strength; in the third a chemist in- 
vestigating a body’s properties. In a fourth a system of idealistic meta- 
physics is being excogitated; in a fifth the impossibility of metaphysics is 
being shown. But they all own the corridor and all must pass through it 


if they want a practicable way of getting into or out of their respective 
rooms,’ 


Thus both Dubinsky and Gompers pragmatically pursued different 
goals, Gompers believing in nonideological and purely economic trade 
unionism, Dubinsky possessing an indelible social ideology even after 
resigning from the Socialist party. Gompers rejected social ideologies be- 
cause their consequences in action--the pragmatic test®°—might interfere 
with his goal which was accomplishing the immediate economic aims of 
trade unionism. Pure-and-simple pressure group politics was chosen be- 


3 See similar thesis in John H. M. Laslett, “Socialism and the American Labor Move- 
ment: Some New Reflections,” Labor History, Vol. 8, No. 2 (Spring 1967), pp. 136—55. 

4 William James, Pragmatism: A New Name For Some Old Ways of Thinking, Popu- 
lar Lectures on Philosophy (New York: Longmans, Green, 1907), p. 45. 

5 Ibid., p. 52. 

6 Ibid., p. $1. 

7 Ibid., p. 52. 

8 Sidney Hook, “Pragmatism and the Tragic Sense of Life,” Commentary, August, 
1960, p. 139, cited in Jack Barbash, “The Elements of Industrial Relations,” 21-page 
mimeographed draft, Jan. 14, 1963, p. 15. 
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cause it seemed to produce the best results for economic unionism: 


I saw that betterment for workingmen must come primarily through work- 
ing men. I saw the danger of entangling alliances with intellectuals who 
did not understand that to experiment with the labor movement was to 
experiment with human life.’ 

That they [the Socialists} cared more for the wider circulation of their 
papers and a few more votes for their party than they did for the success 
of a strike, I am positive.?° 

The effect of a separate political party can only be disastrous.... The 
votes that would go to a labor party candidate would, in the absence of 
such candidate, go to the best man in the field. In no case would he be an 
enemy of labor. There can be no hope for success of labor party candi- 
dates. ‘The effect, therefore, of a political party will be to defeat our 
friends and to elect our enemies. . . „11 


Unlike Gompers, Dubinsky used pragmatism to attain social-policy 
ends in labor politics. He made use of the pragmatic method to pursue 
his ingrained, perhaps even nostalgic, social ideology. One critic sug- 
gested a few years ago that Dubinsky “wants his staff to live and behave 
as if they were carrying out a crusading mission of the thirties.”1? Dubin- 
sky rejected the Socialist party and supported Roosevelt and the New 
Deal, but he did not join the Democratic party. His practicality told him 
that Socialism, certainly the orthodox variety, will never work: “Trade 
unionism needs capitalism like a fish needs water.”2% But his social 
ideology, his “wholesale rule applicable to the totality of life’s situations,’ 
guided him into two third-party alliances with middle-class reformers, not 
into the purely independent political channel of the Gompersians, ‘‘Capi- 
talism,” said Dubinsky, “is an awfully big word. We all know today that 
if we're going to keep free enterprise it must be made responsible. It 
must function in the public interest. Nobody but a lunatic could believe 
in a system—or rather lack of system—that produces violent business 
cycles, mass unemployment and misery for millions of people.”+5 

And the final dimension of Dubinsky’s social pragmatism was a char- 
acteristic “systems” approach to dealing with union problems. ‘This syst- 


9 Samuel Gompers, Seventy Years of Life and Labor (New York: E. P. Dutton, 1948 
[copyright, 1925]), pp. 97-98. 

10 Ibid., p. 398. 

11 Samuel Gompers, quoted in Philip Taft, The A. F. of L. in the Time of Gompers 
(New York: Harper, 1957), pp. 478-79. 

12 Paul Jacobs, The State of the Unions (New York: Atheneum, 1963), p. 125. 

13 Benjamin Stolberg, Tailor’s Progress: The Story of a Famous Union and the Men 
Who Made It (Garden City, N.Y.: Doubleday, 1944), pp. 197-98. 

14 Definition of ideology by Jack Barbash, op. cit., p. 15. 

15 Stolberg, op. cit., p. 198. 
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tems approach has, in turn, resulted in his employment of rational, bureau- 
cratic methods in pursuing political goals. By bureaucracy is meant “the 
type of organization designed to accomplish large-scale administrative 
tasks by systematically coordinating the work of many individuals. . 
Bureaucracy is characterized by specialization, a hierarchy of authority, a 
system of rules, and impersonal administration.t* Bureaucratic adminis- 
tration, wrote Max Weber, “is, from a purely technical point of view, 
capable of attaining the highest degree of efficiency and is in this sense 
formally the most rational known means of carrying out imperative control 
over human beings.’”}* Bureaucracy is therefore a rational means of ad- 
ministration, “rational” implying deliberate design, rule-making, and the 
maximization of “certainty, concreteness, . . . and manageability.’’48 
Dubinsky’s rationalism consequently prompted him to create an 
ILGWU political machine to raise money and to get out the vote first 
for the American Labor party and then for the Liberal party. There are 
no documented statistics as to how much money the union has regularly 
raised and contributed, but a well-informed ILGWU staff member sug- 
gests that the unton’s contribution to individual Liberal party campaigns 
in recent years (with the notable exception of 1966) has been upward of 
a half-million dollars each. The ILGWU has also been known for its 
well-structured activity at the ward elevel. As “insiders” know, writes 
one labor journalist, “most of the powerful Liberal Party Clubs are run 
by ladies’ garment workers local managers.”2® At election time in New 
York City organized teams collect funds, conduct voter registrations, drive 
sound trucks through the garment district, hold rallies, distribute litera- 
ture and posters, and watch the polls. “In 1948,” reminisced New York 
Senator Jacob Javits almost two decades afterward, “I really came to un- 
derstand what it means to have [organized] political action by trade 
unionists . . . [the ILGWU} put 200 cutters into my district on about 8 
successive Sundays to ring doorbells.”?° And the union’s political depart- 
ment is really its general staff. Directed by Assistant President Gus Tyler, 
this five-member department—dwarfed in comparison with the union’s 


16 Peter Blau, Bureaucracy in Modern Society (New York: Random House, 1956), 
pp. 14, 19. 

17 Max Weber, The Theory of Social and Economic Organization, ed, Talcott Par- 
sons (New York: Free Press, 1964), p. 337. 

18 Jack Barbash, “Rationalization in the Union,” 22-page mimeographed paper, 1967, 
p. 1. 
19 Victor Riesel, New York World Journal Tribune, Sept. 12, 1966, p. 1, quoted in 
“Stulberg on N.Y. Governor Election,” Justice, Sept. 15, 1966, p. 11. 

20 In 1948 Javits was running for the House of Representatives. See ILGWU, Report 
and Record (32nd Convention, 1965), p. 344. 
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bureaucracy of 750 organizational and enforcement workers and 1800 
clerical workers—provides information about local elections, candidates 
and voting regulations; holds meetings and seminars across the country to 
stimulate political interest and participation and to teach the abc’s of 
effective grass-roots agitation; is always available for advice and direction; 
and has a full-time lobbyist in Washington. 


II 


Foundations of ILGWU Political Action: Judaism, Socialism, 
and the Nature of the Garment Industry 


THE FORCES SHAPING this ILGWU political development were the inter- 
twining strands of Judaism and socialism and the peculiar nature of the 
garment industry. Dubinsky guided the union, but the union’s traditions 
also guided him. “The great man,” as E. H. Carr sees him, is “an out- 
standing individual who is at once a product and an agent of the his- 
torical process, at once the representative and creator of social forces. . . .’’?4 

A majority of early ILGWU members were Jewish and the social ethic 
of Judaism contributed to the ILGWU’s resistance to pure-and-simple 
unionism. “Many a sweatshop laborer embraced the socialist message with 
the piety with which he performed his devotional exercises.”?2 The 
Bund (General Jewish Workers’ Union) which tutored many early 
ILGWU activists, including Dubinsky, “stressed the living issues of 
Jewish cultural autonomy in addition to a general socialist program.” 
Gus Tyler explains that 


the unions that made up the old Jewish labor movement did not only 
speak Yiddish; they also thought Yiddish. They developed a labor view- 
point that arose from an ancient messianic tradition and a current body of 
painful experience, amalgamated and reinterpreted by an intellectual elite. 
This special concept of what a labor movement should be took on a life 
of its own independent of the language in which it was spoken—continu- 
ing long after the “Jewish” unions stopped talking Yiddish, right up to 
the present when the membership of these unions is no longer predomi- 
nantly of Jewish origin.?4 


These Jewish workers in the ILGWU were predominantly Socialist, 
their socialism ranging from the revolutionary variety to the Hillquit- 


21 Edward Hallett Carr, What Is History? (New York: Alfred A. Knopf, 1962), 
p. 68. 

22 Moses Rischin, The Promised City: New York’s Jews, 1870-1914 (Cambridge, 
Mass.: Harvard University Press, 1962), p. 159. 

23 Max D. Danish, The World of David Dubinsky (Cleveland: World Publishing 
Company, 1957), p. 272. 

24 Gus Tyler, “The Legacy of the Jewish Labor Movement,” Midstream, Vol. 11, No. 
1 (March, 1965), reprint, pp. 2-3. 
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Dubinsky variety of evolutionary, trade-union socialism. ‘No line was 
drawn,” wrote an early historian of the union, “between education, propa- 
ganda, politics, and revolutionary agitation. The socialists taught the 
cloakmakers at the same time how to read and write and how to sign the 
cross in the Socialist column of the ballot.”25 At the ILGWU’s founding 
convention the delegates pledged in the preamble to their constitution “to 
bring about a system of society wherein the workers shall receive the full 
value of their product,” by supporting “the political party whose aim is 
the abolition of the capitalist system.’ This pledge of faith was in 
sharp contrast to the widespread support that year among other working- 
men for the Republican ticket of William McKinley and Theodore 
Roosevelt. Native trade unionists were interested in the “full dinner pail 
today.” They were generally Gompersians, not Socialists. Two years 
later delegates to the ILGWU’s third annual convention refused to hear an 
assemblyman who was not a Socialist and passed a constitutional amend- 
ment barring addresses by Republicans or Democrats.?7 

Moderate Socialists, however, were probably in the majority even in 
the earliest years. Max Hayes, a prominent A.F. of L. Socialist, repre- 
sented this type of thinking before the ILGWU’s 1903 convention. He 
called for a political, class-conscious labor movement independent of the 
old political parties but nevertheless reminded the delegates that increased 
pay and shorter hours were attainable only through economic trade union- 
ism.?®. And Attorney Morris Hillquit, for several decades a leading 
evolutionary Socialist and advocate of trade unionism, always received 
wholehearted ILGWU support when he ran for public office and served 
as the union’s legal counsel from 1914 until his death in 1933. In 1932 
when Hillquit was a candidate for Mayor of New York, the ILGWU 
newspaper, Justice, noted: 


Morris Hillquit’s name has been inseparably associated with every move- 
ment of our workers, with their struggles for recognition as a force in in- 
dustry, with their conflicts for shorter work hours, higher earnings and 
humane treatment in the shops. He has been the guiding spirit in most 
of our battles, representing and defending our cause in the courts, at 
arbitration bodies and in the forum of public opinion.?® 


One student of the ILGWU suggests that “No amount of research can 


25 Louis Levine, The Women’s Garment Workers: A History of the International 
Ladies’ Garment Workers?’ Union (New York: B. W. Huebsch, 1924), p. 483. 
26 Joel Seidman, The Needle Trades (New York: Farrar & Rinehart, 1942), p. 225. 
27 Levine, op. cit., p. 109. 
28 ILGWU, Report and Proceedings (3th Convention, 1903), pp. 3—4. 
29 “Editorial Notes,” Justice, November, 1932, p. 1. 
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trace the extent of his [Hillquit’s] influence on the International 
{ILGWU.'° 

The deep “cultural empathy and common tradition’? of Jewish work- 
ers and employers also helped to modify revolutionary notions. The per- 
sistence of small shops, the need for the union to stabilize and rationalize 
a chaotic and highly competitive industry, the fact that employees became 
bosses and bosses became workers, the reluctance of a minority group to 
“expose their interracial quarrels,”3? and the personal contact between 
Jewish employer and employee because of the average shop’s small size 
all militated against the notion of a powerful capitalist “class” oppres- 
sing a downtrodden proletariat.3* 

It was also the ideology of the American Socialist party and social re- 
formism of the American variety which “Americanized?” the immigrant, 
revolutionary-socialistic garment workers. Immigrants were joined in 
New York political campaigns by native reformers such as editor Hamilton 
Holt of the Independent, historian Charles A. Beard, and millionaire 
Socialist J. G. Phelps Stokes.” The American Socialist Party, supported 
by Hillquit and a majority of New York Socialists, was, in the words of 
political historian William Best Hesseltine, “more moral than political,” 
with leaders such as Eugene Victor Debs and Norman Thomas “both of 
them more preachers than politicians. ...” Hesseltine adds that the 
American Socialist party was to a great extent an expression of American 
social reformism: “The Marxists hold the dictatorship of the proletariat 
to be inevitable in the evolution of history. The Socialists accept the 
Christian dialectic that righteousness will eventually prevail by the power 
of its examples.”*5 Of course Hillquit and others in New York adhered 
to European Socialist terminology and to interpreting Marxian literature 
but were nevertheless conservative, Americanized Socialists.2° They were 


30 Stolberg, of. cit., p. 72. See Robert William Iverson, ‘Morris Hillquit: American 
Social Democrat,” unpublished doctoral dissertation (Iowa City: State University of 
Towa, 1951). 

31 Jacobs, op. cit, p. 126. 

32 Perlman, A Theory ..., p. 231. Perlman’s use of the term “race” is, of course, 
incorrect, 

33 See Kurt Braun, Union-Management Co-operation: Experience in the Clothing In- 
dustry (Washington: Brookings Institution, 1947), p. 32; and Theresa Wolfson, “The 
Role of the ILGWU in Stabilizing the Women’s Garment Industry,” Industrial and Labor 
Relations Review, Vol. 4, No. 1, (October, 1950), p. 33. 

34 Rischin, op. cif, p. 234. 

35 William Best Hesseltine, The Rise and Fall of Third Parties: From Anti-Masonry 
to Wallace (Gloucester, Mass.: Peter Smith, 1957 [copyright, 1948]), p. 41. 

86 See David A. Shannon, The Socialist Party of America; A History (New York: 
Macmillan, 1955), pp. 12-13. 
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evolutionists opposed to class violence, emphasizing reform and trade 
unionism in their pragmatic pursuit of votes.” “The Socialist movement,” 
writes Gus Tyler, “was a moment in the Americanization of the Jewish 
trade union movement: drawing the ghetto into sweeping national move- 
ments, teaching practical unionism, inculcating sound electoral practices, 
establishing lines of personal contact between leaders of the Jewish 
radical community and native revolutionaries, progressives and reform- 
ers,'"58 


HI 
The Split with the Socialist Party 

DUBINSKY, A PRODUCT of revolutionary European Socialism, Judaism, 
and American pragmatism, resigned from the Socialist party in 1936 be- 
cause Roosevelt had provided real reform where the Socialists had sup- 
plied merely rhetoric; because the NRA had significantly aided the 
ILGWU in organization; because the Socialist party had become nationally 
and locally ineffectual, and because the Socialists had entered into an 
alliance with the Communists. Paul Blanshard, who had been Norman 
Thomas's floor whip at the 1932 Socialist party convention, was representa- 
tive of many who resigned from the Socialist party in the middle thirties. 
He charged in 1933 that the patty had failed to elect even one alderman 
in New York City—"“The natural stronghold of American Socialism.” 
Blanshard declared that Roosevelt’s “managed capitalism’ had stolen the 
Socialist party’s thunder.*° | 

The Socialist party, in fact, except in Milwaukee and Oklahoma, had 
never really built strong local or state organizations because its attention 
was generally focused on national issues.4° But nationally, its influence 
aside, the party was also ineffectual. Thomas’s 1932 and 1936 Presidential 
campaigns were vote-getting failures in light of the severity of the de- 
pression. He polled less than a million votes—and many of these from 
intellectuals, not trade unionists—at the depth of the depression.*t John 
Dos Passos observed at the time that from a practical point of view joining 
the Socialist party had “just about the same effect on anybody as drinking 
a bottle of near-beer. . . .”’#? 


37 Ibid., p. 13. 

38 Tyler, op. cit., p. 5. 

39 Daniel Bell, “The Background and Development of Marxian Socialism in the United 
States,” in Socialism and American Life, eds. Donald Drew Egbert and Stow Persons 
(Princeton, N.J.: Princeton University Press, 1952), Vol. 1, p. 373. 

40 Shannon, op. cit., pp. 258-59. 

41 Shannon, op. cif, p. 222. 

42 Shannon, op. cif., p. 213. 
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“Pm for the New Deal with all its faults,’ concluded Dubinsky, “be- 
cause it’s an American attempt to make capitalism work in terms of in- 
dustrial democracy. . . .”48 Dubinsky publicly praised the New Deal and 
the President as early as 1933 even though he had supported Thomas in 
1932 and had warmly welcomed Thomas to the union’s 1934 convention. 
Under the protection of the NRA the ILGWU had more than quadrupled 
its membership. Dubinsky told a public rally that “all that is wholesome 
and constructive in American life stands ready to support and promote 
the NRA and all that it implies.”*4 

The coup de grace, however, was the Socialists’ united front with the 
Communists in 1936. The ILGWU, just recovering from a near-fatal 
encounter with the Communists, was as militantly anti-Communist then as 
it has been ever since. Dubinsky emotionally expressed his feelings at the 
time, stating, “If I have to choose between a united front with the Com- 
munists and a united front with the united trade union movement, I will 
choose the trade union movement... "45 


IV 
The American Labor and Liberal Parties 

SUPPORT OF THE PRESIDENT and the New Deal, however, was not syn- 
onymous with Democratic party affiliation. Roosevelt was in Washington, 
not New York. Furthermore, Dubinsky did not want to support white 
supremacists and machine politicians along with the New Deal.‘* “The 
sentiment for the re-election of President Roosevelt,” explained Justice, 
“which is as widespread in our organization as it unquestionably is in 
every other labor union in the United States, is unmistakably not prompted 
by any affection for the Democratic Party... .”4? 

The vehicle used by Dubinsky to support Roosevelt from outside the 
Democratic party was the American Labor party (ALP) which had 
evolved from the New York branch of Labor's Non-Partisan League for 
the Re-election of President Roosevelt. The nucleus supporting the new 
party was a fragmented group of ethnic, reformist, and radical elements: 
Jews, Negroes, Italians, independents, independent Republicans, trade 
unionists and Communists.48 The dominant element, however, was the 


43 Stolberg, op. cif., p. 198. 

44 Justice, Sept. 15, 1933, p. 4. 

45 Danish, op. cit, pp. 94-95. 

46 Shannon, af. cit., np. 245-46, 

47 “Editorial Notes,” Justice, June 15, 1936, p. 16. 

48 Robert Frederick Carter, “Pressure From the Left: The American Labor Party, 
1936-54,” unpublished doctoral dissertation (Syracuse, N.Y.: Syracuse University, 1965; 
Ann Arbor, Mich. University Microfilms, Microfilm No. 65-7960), pp. 5, 15. 
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clothing and garment workers: the Amalgamated Clothing Workers, the 
ILGWU, and the hatters. The most powerful men in the party were 
therefore Dubinsky, Amalgamated Clothing Workers’ president Sidney 
Hillman, and hatters’ union president Alex Rose. The party was, at least 
originally, viewed by the administration as a wing of the Democratic 
party. ILGWU Vice-President Luigi Antonini became the ALP’s first 
state chairman, and Vice-President Isidore Nagler directed the greater 
New York Roosevelt-Lehman campaign. In November the ALP received 
close to 300,000 votes, knocking the Communists from the ticket and 
cutting the Socialist total to a mere 87,000.50 The ALP’s hold on the 
left-leaning liberal vote was soon so complete that in 1937 Norman 
Thomas withdrew from the New York mayoralty race and in 1938 the 
Socialist party lost its place on the New York ballot. 

Dubinsky, however, was always uneasy because of the ALP’s Com- 
munist element. After the Communists lost their place on the official 
ballot in 1936 by failing to poll the statutory minimum of 50,000 votes 
they poured into the American Labor party. By 1938 they controlled the 
party’s Manhattan branch and by 1943 had captured the ALP in four of 
the five New York boroughs.54 Dubinsky and other anti-Communists 
controlled the ALP’s state machinery until the 1944 primary but were 
frustrated in their struggle by Mayor LaGuardia’s refusal to fight the 
Communist-dominated faction. Finally Hillman—though not a Com- 
munist himself—allied himself with the Communists and their fellow 
travelers, including those in leftist unions such as the National Maritime 
Union, the Fur and Leather Workers, and the Transport Workers, and 
unwittingly aided them in their takeover of the party. The immediate 
consequence was that Dubinsky and most other anti-Communists with- 
drew. “I regard the former American Labor party as a Communist Labor 
party,” announced Dubinsky with characteristic emotionalism, and “I shall 
not, under any circumstances, cast my vote for him [Roosevelt] on the 
Communist Labor party ticket... .’”5? 

But Dubinsky’s second political exodus within a decade did not lead to 
a pure and simply motivated affiliation with the Democrats. He promptly 
joined with other anti-Communists, pro-Roosevelt trade unionists and 

49 Ibid., pp. 14, 451, 452. 

50 Danish, of. cit., pp. 92-93; ILGWU, Report and Proceedings (23rd Convention, 
1937), pp. 188-90; Shannon, op. cit., p. 247. 

51 Stolberg, op. cit., p. 192; Charles Garrett, The LaGuardia Years: Machine and 
a Leon in New York City (New Brunswick, N.J.: Rutgers University Press, 


52 Leo Egan, ‘Dubinsky Plans to Lead His Union Out of Labor Party, End Cash 
Aid,” New York Times, March 31, 1944, pp. 1, 15. 
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middle-class reformers and helped to found the Liberal party in order to 
continue support for the New Deal and for independent, reformist, and 
anti-Communist politics in New York. The new party endorsed a fourth 
term for the President and cut deeply into ALP strength, polling 321,000 
votes in its first appearance on the ballot. 

In the ensuing years the Liberal party gradually replaced the ALP as 
New York’s third force and has since functioned on numerous occasions 
as the balance of power in New York elections. The Liberal party was 
New York’s only significant third party from the demise of the American 
Labor party in 1954 until the formation in 1962 of the new and powerful 
Conservative party which outpolled the Liberals in 1966 by several thou- 
sand votes. Dubinsky has played a major role in Liberal party decision- 
making although he has consistently delegated authority to Alex Rose, 
who has always been the chief Liberal party tactician. 

Thus for the past three decades the ILGWU under Dubinsky’s leader- 
ship has engaged in social-policy-oriented labor politics. The union has 
supported the Democratic party at the national level, but third-party 
activity in New York. This third-party activity has been conducted through 
two organizations, the ALP and the Liberal party, which have functioned 
successfully—as is the normal course in American politics—only in balance- 
of-power roles. They have run their own candidates (excluding the ALP 
after ILGWU withdrawal) only when unsuccessful in influencing one of 
the major parties—usually the Democrats—toward a more reformist posi- 
tion or into running a more acceptable candidate." ILGWU and hatters’ 
allies, moreover, especially in the Liberal party, have come basically from 
the ranks of intellectuals and middle-class reformers rather than from 
other trade unions. The Liberal party is not a “labor” party. Its electoral 
support has been middle-class, predominantly Jewish. A substantial 
part of its financial support came from the ILGWU until President Stul- 
berg cut it off in 1967. 


v 
The Liberal Party’s Legislative Goals 
THROUGH ITS NATIONAL SUPPORT of the Democratic party and its local 


53 See Carter, op. cit., pp. 60, 462-65; Henry David, “One Hundred Years of Labor 
in Politics,” in The House of Labor: Internal Operations of American Unions, eds. J. B. S. 
Hardman and Maurice F. Neufeld (New York: Prentice-Hall, 1951), p. 105; and Richard 
Witkin, “The Liberal’s Outlook,” New York Times, Dec. 17, 1966, p. 24. 

5+ See Carter, op. cit., pp, 48-54; also see studies cited by Carter: William Spinrad, 
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pp. 548-51; William Spinrad, “New Yorkers Cast Their Ballots,” unpublished Ph.D. 
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affiliation with the Liberal party, the ILGWU has pursued specific legisla- 
tive goals. At the national level major goals have been aimed at reinforc- 
ing collective bargaining. The union wants an increasing minimum wage 
covering more workers, increased unemployment insurance benefits with 
broader coverage as well as the elimination of merit (experience) ratings 
where they exist, improved social security benefits including additional 
medical coverage, and the repeal of Section 14 (b) of the Taft-Hartley 
Act. 

By increasing the minimum wage the ILGWU hopes to lessen the 
competitive advantage held by nonunion shops in low-wage areas and at 
the same time to destroy the incentive for unionized employers to “run 
away’ to these areas. The old, elusive, and still important goal is to 
take wages out of competition. The ILGWU has lobbied against the 
merit-rating type of unemployment insurance because it taxes employers 
according to their own unemployment experience, thus meaning higher 
rates for highly competitive and seasonal industries—the garment in- 
dustry being the case in point. Better social security benefits including 
more medical coverage directly aid the ILGWU’s substantial number 
of retired members and also take some pressure off union-sponsored pen- 
sion and health programs, permitting ILGWU negotiators to bargain for 
other benefits for active members. Right-to-work legislation is regarded 
as an obstacle to ILGWU growth, particularly in the South. Justice has 
argued editorially that Section 14(b)-—which permits individual states to 
pass so-called “right-to-work” laws banning the union shop and other 
forms of union security—enables right-to-work states to compete unfairly 
with states which permit the union shop: repeal “would eliminate .. . 
the luring of industry by low wages and weak unions.” 55 

The ILGWU has also backed the general social program of the 
“liberal” wing of the Democratic party. This program includes demands 
for an extended anti-poverty program, for more federal aid to education, 
for federal aid to cities including rent subsidies and low-cost housing, 
and for programs aimed at cleaner air and purer water. In the November, 
1966, Congressional elections the union consequently endorsed 167 
Democratic nominees for the U.S. House of Representatives (and thirteen 
Republicans), sixteen Democratic gubernatorial nominees (and two Re- 
publicans); and fourteen Democratic Senatorial nominees (and two Re- 
publicans) .56 

The ILGWU supported reform government for New York City and re- 


55 Justice, Feb. 1, 1966, p. 12. 
56 See Justice, Oct. 15, 1966, pp. 1-2. 
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form legislation for New York State through the Liberal party. Current 
L.P. goals include more effective laws against racial discrimination, better 
public housing, a New York State minimum wage of $2 an hour, increased 
unemployment compensation benefits, increased workman’s compensation 
benefits with extended coverage, the extension of free education at state 
universities, and guaranteed jobs. “It is not enough,” recently announced 
the party, “for this highly complex, wealthy and resourceful state merely 
to channel Federal funds to its communities... . Rather, it must seize 
the initiative in making its own economic future, reducing the number of 
its unemployed and providing public services desperately needed by its 
people.’’S? 

In spite of this general reformist role the ILGWU has engaged on 
occasion in purely power politics. For Dubinsky has what might be 
termed a split political personality. His emotional and spontaneous temp- 
erament, his oft-noted “toughness” verging at times on autocracy and his 
pragmatism seem to be involved in producing this split. His support in 
1966 of Liberal party gubernatorial nominee Franklin Roosevelt, Jr., who 
was unacceptable to many Liberals including Gus Tyler and Louis Stul- 
berg, is a case in point. Dubinsky evidently supported Roosevelt, because 
of an emotional tie to the memory of F.D.R. and because the Roosevelt 
name appeared to be a vote catcher. 

Paul Jacobs, a severe Dubinsky critic, has pointed to earlier examples. 
He charges that “It was power politics, not principle, that gave [former 
Democratic Mayor} Robert Wagner a blank-check endorsement . . . from 
the Liberal party before he had decided on either his running mates or 
platform. And it is power politics, not principle, that frequently de- 
termines whom the Liberal party shall support for a judgeship.”®® And 
even friendly observers have noted this struggle between ideology and 
practicality as well as the influence of Dubinsky’s temperament: 


{Dubinsky has} a personality that ranges from that of a global statesman 
to that of a dead-end kid in a single afternoon. . . .°® Dubinsky is for- 
ever adapting himself to social pressures and opportunities. ... Dubinsky 
maintains his leadership, like a veteran congressman, by following his 
constituents whenever necessary. ... He has great social intelligence 
but is apt to tie it up with immediate considerations. 


He is a natural born opportunist, but in the good sense—that is, he is 


ve thomas P. Ronan, “Liberals Suggest Guaranteed Jobs,” New York Times, jan. 26, 
1967, p. 37. 

58 Jacobs, op. cik, p. 127. 

59 A, H. Raskin, “The Dubinsky Concept of Unionism,” New York Times Magazine, 
June 9, 1957, p. 57. 
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actuated not only by expediency but also by a sense of social decency.% 


This split political personality has contributed to the hybrid nature of 
ILGWU politics. But it is difficult to weight the influence of Dubinsky’s 
personal political characteristics because the union’s history played a 
significant role in producing them. ILGWU practicality has conflicted 
with ILGWU social ideology since the unton’s earliest years when secre- 
tary-treasurer John A. Dyche (1904-14) periodically attacked those 
‘kampflustige’ (camp follower) class-struggle advocates.’’ 

This same ILGWU tradition which shaped Dubinsky and which 
Dubinsky influenced and developed will continue to produce an ILGWU 
political course characterized by a social-policy orientation. However, 
because of an internal struggle now going on in the Liberal party, the 
expression of ILGWU politics may assume a new form. The current 
trouble began over the Roosevelt candidacy and had been intensified by 
opposition to President Stulberg’s desire for an ILGWU role commensur- 
ate with its financial and manpower contributions. In an effort to check 
ILGWU power the opposition has suggested that the party limit indi- 
vidual and group contributions to a maximum of 10 per cent of its 
budget.°? The point is, however, that regardless of the outcome of this 
dispute the ILGWU will hold to its traditional political course. There 
will not be a devolution into pure-and-simple labor politics as predicted by 
the Commons-Perlman thesis. President Stulberg is, after all, a product 
of the same tradition, was close to his predecessor for years, and seems to 
be at least as socially conscious as Honorary President Dubinsky. And 
the severe adjustment problems of the Negro and Puerto Rican members, 
who are becoming the dominant racial and ethnic groups in the union, 
will undoubtedly contribute to a continued, perhaps even stronger, ILGWU 
emphasis on soctal-policy oriented, not purely economic, political goals.% 
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Thorstein Veblen on Human Nature 
By THOMAS C. MAYBERRY 


IN THIS PAPER I wish to consider the role of human nature in Veblen’s 
thought, particularly as it functions in the evaluation of institutions and 
“schemes of life,” and to a lesser degree as it functions to explain the de- 
velopment of “schemes of life” and institutions. I shall argue that Veblen 
operates with a normative theory of human nature and shall attempt to 
make explicit the broad outlines of the theory. But, as distinct from 
others who have seen normative import in Veblen’s doctrine of instincts, 
I shall argue that his theory of human nature functions not as an empirical 
or pseudo-empirical theory but as a guiding principle. This guiding prin- 
ciple furnishes Veblen with a ready-made normative framework within 
which he can judge institutions and change. I shall try to make explicit 
the ideal of human behavior and the model of human character which lie 
at the roots of Veblen’s discussion of human nature. 


I 

VEBLEN HOLDS THAT MAN is “. . . an agent seeking in every act the ac- 
complishment of some concrete, objective, impersonal end. By force of 
his being such an agent he is possessed of a taste for effective work and 
a distaste for futile effort. He has a sense of the merit of serviceability or 
efficiency and of the demerit of futility, waste, or incapacity. This aptitude 
or propensity may be called the instinct of workmanship.”+ Veblen holds 
that this propensity “shapes man’s scheme of life” and is the “underlying 
economic motive.” The instinct of workmanship stays with men even 
when the conditions of life change; only its form of expression changes.’ 

Two other instincts which in Veblen’s view are of central importance 
in human nature are the “parental bent” and “idle curiosity.” The “pa- 
rental bent” is an instinctive disposition to feel concern not only for one’s 
children but for the race. “Virtually all thoughtful persons . . . will agree 
that it is a despicably inhuman thing for the current generation wilfully 
to make the way of life harder for the next generation... .”3 It is very 
difficult to draw the line between the instinct of workmanship and the 
parental bent. The instinct of “idle curiosity” is an instinct ‘by force 


1 Thorstein Veblen, The Theory of the Leisure Class (New York: Macmillan, 1899), 
pr ts, Ploroafror cred an Theory, 


2 Ibid. p- 33. 
3 Thorstein Veblen, The Instinct of Workmanship (New York: Macmillan, 1914), 
p. 26. 


4 Ibid., p. 25. 
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of which men, more or less insistently, want to know things, when graver 
interests do not engross their attention.’’® 

An instinct is identified by “the particular character of the purpose to 
which it drives.”® Instincts “propose an objective end of endeavour... .. 
What distinguishes one instinct from another is that each sets up a char- 
acteristic purpose, aim, or object to be attained, different from the objective 
end of any other instinct.’’? 

The psychological force which is critical in shaping the development of 
institutions is the instinct of workmanship along with its direct product, 
the propensity for emulation. The instinct of workmanship is “the pro- 
pensity to value the efficient adjustment of means end.” This instinct 
gives rise to the propensity for emulation, which “with the exception of 
the instinct of self-preservation .. . is probably the strongest and most 
alert and persistent of the economic motives proper.’”® The propensity 
for emulation first becomes an important incentive and therefore an im- 
portant economic motive in the transition from the peaceable to the pred- 
atory stage of culture. In the predatory and later stages emulation gives 
rise to an “invidious” comparison of the individual who has obtained many 
proofs of his predatory efficiency with the individual who has obtained 
fewer or none. Thus the instinct of workmanship gives rise to emula- 
tion which in the later stages gives rise to the institution of ownership.® 
Property in the later stages “becomes the conventional basis of esteem,” the 
criterion of “respectability, reputability, and moral worth.” The institution 
of ownership spreads its influence over the entire area of evaluation and 
appraisal, but the instinct of workmanship is changed only in its form of 
expression. It is still the “underlying economic motive,” the pervasive trait 
that shapes man’s scheme of life. 

Veblen views institutions from two different perspectives. From the 
psychological perspective they are habits of thought and life. From the 
social point of view they are “. . . habitual methods of carrying on the 
life process of the community . . .”1° WVeblen’s view is that there has 
been a natural selection among habits of thought and the fittest of these 
have survived. Habits of thought would persist indefinitely if circum- 
stances did not force a reappraisal of the facts of the case and a consequent 


5 Ibid., p. 85. 

8 Ibid., p. 4. 

T Ibid, p. 3. 

8 Theory, p. 194. 
9 Fbid., p. 26. 

10 Fbid., p. 192. 
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alteration of the “prevalent theory of life.” Habits of thought are con- 
servative factors, ‘. . . of social inertia, psychological inertia, conserva- 
tism.”1? ‘They are changed only through the coercion of changed circum- 
stances and the change “. . . is of the nature of a response to stimulus.”}* 
A change in an institution is a change in men’s views concerning what is 
good and right, and such a change is for the most part the result of 
“pecuniary pressure.” 

The psychological origin of science is the instinct of “idle curiosity.” 
This instinct is the source of dramatic representations of the world, also 
of myth, religion, metaphysics. But in conjunction with the instinct of 
workmanship it operates toward the eventual application of empirical 
method to areas beyond the merely pragmatic affairs of making the en- 
vironment yield food and shelter. The combined force of these instincts 
creates habits of thought which regard society and the world matter-of- 
factly, as something which can be operated upon and changed by the proper 
application of natural forces. 


u 

THE PRECEDING STATEMENT of Veblen’s views concerning human nature 
indicates in a rough way the manner in which he applies his view of human 
nature to the problem of explaining historical change and also to the way 
in which human nature is itself changed. I wish now to consider in some- 
what more detail his views concerning human nature. Veblen speaks of 
men as having “instincts,” “propensities,” “traits,” “habits of thought,” 
“tropisms,” “habits of life,” “aptitudes,” “spiritual attitudes,” “schemes 
of life.” He uses the terms “instinct,” “aptitude,” “propensity,” “habit 
of thought,” and “trait” synonymously at times, as for example when he 
characterizes the instinct of workmanship as an aptitude or propensity or 
trait. And he indicates that “schemes of life” and “habits of life” are 
products of these psychological factors.1+ Veblen uses the term “instinct,” 
as he says, to refer to a hereditary propensity which is “both teleological 
and intelligent,”*5 and the term “tropism” to designate mechanical or 
automatic behavior patterns. The term “instinct” is now frequently re- 
stricted to behavior of the latter sort although this is apparently not always 
the case.7 

11 bid., p. 191. 

12 Ibid., p. 193. 

13 Fbid., p. 15. 

14 Ibid; p. 33. 

15 The Instinct of Workmanship, op. cit., p. 30. 


16 For example, in discussing human nature, Robert Ardrey in African Genesis (New 
York: Dell, 1963) writes: “Man is a predator whose natural instinct is to kill with 


318 The American Journal of Economics and Sociology 


It would, of course, be easy to misunderstand Veblen’s use of the term 
“instinct” and to deny that there are such instincts as the instincts of 
workmanship and idle curiosity. However, it seems to me that this would 
be to miss the point of what Veblen is doing. The important thing to 
note is not that Veblen asserts the existence of instincts that modern psy- 
chology denies. Veblen, in many contexts, is not making psychological 
generalizations when he discusses the instinct of workmanship. He ts not 
making statements which a psychologist can refute, because he is not 
making empirical statements at all. This is not to say that he is making 
analytic statements. He is not doing that either. What he is doing is 
describing the conceptual framework within which he judges institutions 
and social change. His statements cannot be refuted by the findings of 
psychologists about human nature because whatever psychologists find out 
can be fitted into the framework of interpretation which Veblen uses. I 
do not think that it has been empirically established that “there is no such 
instinct as workmanship” as Sorokin affirms,’ provided one understands 
“instinct” in the sense in which Veblen uses it. In that sense it is not 
possible to confirm or disprove it, because it does not function as a scientific 
theory. 

Let us consider again Veblen’s description of man as an agent. Man 
...4s an agent seeking in every act the accomplishment of some con- 
crete, objective, impersonal end. By force of his being such an agent he 
is possessed of a taste for effective work and a distaste for futile effort. 
He has a sense of the merit of serviceability or efficiency and of the de- 
merit of futility, waste, or incapacity.” And again, “... this propensity 
goes with him still, as the pervasive trait that shapes his scheme of life. 
The propensity for achievement and the repugnance to futility remain 
the underlying economic motive.’”’28 


ae 


a weapon” (p. 316). Man has “, . . the instinct to dominate one’s fellows to defend 
what one deems one’s own, to form societies, to mate, to eat and avoid being beaten.” 
“The instinct to preserve the species runs deep in all animals . . .” (p. 320). Man 
is “. .. a creature dominated by ineradicable animal instincts ...” (p. 327). In dis- 
cussing Freud’s use of the term “instinct” Heinz Hartmann makes the observation that 
“_, .Freud had to modify the concept of ‘instinct’ commonly used in other fields, His 
term, in German, Trieb, in English, ‘instinctual drive,’ or ‘drive,’ is certainly not identical 
with what one refers to in speaking of the instincts of lower animals.... The lesser 
rigidity of the human drives, the comparatively easy shift of the aims, the freeing of 
many activities from a rigid connection with one definite instinctual tendency, the com- 
parative independence from and variety of possible response to outer and inner stimuli 
have to be taken into account in considering the role of drives in human psychology.” 
“Psychoanalysis As a Scientific Theory,” in Psychoanalysis, Scientific Method, and 
Philosophy, Sidney Hook, ed. (New York: New York University Press, 1959), p. 11. 
Presumably Veblen uses the term in something like this weak sense. 

17 Pitrim Sorokin, Contemporary Sociological Theories (New York: Harper, 1928), 
p. 615n. 

18 Theory, pp. 15 and 33. 
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It seems clear that what Veblen is trying to do here is not to describe 
man as a biological species possessed of certain more or less ineradicable 
traits. Contrast the statements above with Ardrey's statement that “man 
is the bad-weather animal,” which is an empirical statement about the in- 
fluence of weather on man’s evolution and therefore subject to discon- 
firmation. Contrast them also with Ardrey’s empirical or quasi-empirical 
generalizations concerning man’s possession of instincts, such as that “the 
instinct to preserve the species runs deep in all animals.” Presumably this 
refers to what Veblen calls a “tropism” and is in principle capable of dis- 
proof. Ardrey’s generalizations may sometimes make claims in excess of 
what can readily be substantiated by available evidence, but they are pre- 
sumably empirical claims and psychologists can dispute them on empirical 
grounds.?® 

It seems clear also that Veblen’s description of human nature is not a 
neutral scientific description. What would Veblen accept as evidence 
that no such instinct or propensity exists as the instinct of workmanship? 
The reason “. . . this propensity goes with [man] still as the pervasive 
trait...” is that it is not, in the ordinary sense, a psychological trait or a 
hereditary drive. It is a characteristic of man as a moral agent that he 
abhors waste and futility. And the fact that numerous instances of men 
who felt no abhorrence for waste and futility might be found would not 
disprove this statement, because men just do not always function as moral 
agents as judged by the principle of workmanship.?° They are occasionally 
amoral or immoral. What Veblen is saying cannot be contradicted by 
empirical evidence, for even “conspicuous waste” can be accounted for as 
a product of emulation which is itself in turn a product of the instinct of 
workmanship. 

What this comes to is that Veblen’s theory of human nature is not 
descriptive but normative. His theory of human nature functions not as 
a scientific theory which can be disproved but as a system of guiding 
normative concepts which can be used to interpret, explain, and evaluate 


18 However, it is not clear how Ardrey’s statement that “Man is a predator whose 
natural instinct is to kill with a weapon” is to be interpreted or tested. 

20 Bernard Rosenberg, in The Values of Veblen (Washington: Public Affairs Press, 
1956), p. 47, quotes Otto Klineberg, Social Psychology (New York: Holt, 1940), p. 71, 
who “tells of the Australian woman who was asked why she had killed her baby; ‘she 
pointed to a child two years old and said with apparent indifference that she could not 
look after two babies at once’ ” Rosenberg holds that this counts against the existence 
of Veblen’s “parental bent”; however, it is quite apparent that this phenomenon can as 
easily be counted as a confirming instance as a disconfirming instance. Where the con- 
ditions of life are hard the survival of the group may seem to those concerned to demand 
some such primitive system of population control. The important thing is not what the 
circumstances demand but what those concerned take them to demand. 
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any facts concerning human “schemes of life” or social institutions. What 
is sometimes referred to as Vebien’s “irony” or “satire” is simply his con- 
sistent use of his normative framework to evaluate institutions, practices, 
and customs. 

However, Veblen does not use his theory of human nature as a premise, 
whether empirical or otherwise, from which to derive conclusions about 
institutions, human traits, standards of taste, or social practices. The 
aspect of the theory which represents the ideal functions in The Theory of 
the Leisure Class as a rule rather than as a premise. For example, the 
instinct of workmanship applied as a rule in aesthetics leads to a con- 
cept of beauty in terms of utility, efficiency, simplicity. “Canons of 
taste” which depart from this norm have been “contaminated.” The 
instinct of workmanship applied as a rule in an impartial survey of insti- 
tutions leads to the conclusion that many of them are “imbecile.” The 
instinct of workmanship applied as a rule in the study of human nature 
leads to the conclusion that many human traits such as the “animistic sense’ 
perform no useful function and that the most desirable traits except under 
“imbecile institutions” are those such as sympathy, honesty, regard for life, 
conscience, truthfulness.” The instinct of workmanship applied as a rule 
to the study of social practices leads to the conclusion that “conspicuous 
consumption,” “conspicuous waste,” “conspicuous leisure,” perform no 
useful or justifiable social function, and while Veblen does not necessarily 
come out directly and say this, he does not need to. 


1? ae 


HI 

VEBLEN SOMETIMES ATTEMPTED to justify his concept of “normal” human 
nature, including the instinct of workmanship and other key instincts, not 
as an interpretive rule or guiding principle but as an empirical theory. 
However, when he appears to treat his theory of human nature as a scientific 
theory in Chapter 9 of The Theory of the Leisure Class and discusses 
anthropological evidence, he goes on to mention the survival of some 
“archaic traits” from the stage of peaceable savagery such as “peaceable- 
ness,” “good will,” and “that instinct of race solidarity which we call 
conscience, including the sense of truthfulness and equity, and the instinct 
of workmanship in its naive, noninvidious expression.”?? And he goes 
on to mention that the traits which characterize the stage of predatory 
barbarism are “antagonism,” “ferocity, self-seeking, clannishness, and 

disingenuousness—a free resort to force and fraud.”?3 When attributed — 

21 Theory, p. 150. 


22 Ibid., p. 221. 
23 Ibid., p. 225. 
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to human beings these are all moral traits, not neutral psychological traits. 
Later Veblen notes that ‘‘. . . the average dispassionate sense of men says 
that the ideal character is a character which makes for peace, good-will and 
economic efficiency, rather than for a life of self-seeking, force, fraud, 
and mastery.”®* Substitute “human nature” for “character” in this passage 
and it makes no difference. For Veblen ideal human nature and ideal 
human character are the same thing and his theory of human nature em- 
bodies a theory of moral character. As such it enables him to condemn 
institutions, practices, standards of taste and human traits which do not 
measure up and to recommend others which do. 

Other writers have noted the presence of value judgment in Veblen’s 
writings. The Theory of the Leisure Class was widely viewed on its 
publication as a social satire on the aristocratic classes, and this reception 
was a disappointment to Veblen. Among the writers who have touched 
on the source of the value judgments in Veblen’s works are A. L. Harris, 
D. Aaron, W. P. Metzger, and L. E. Dobriansky. In Harris’ view, behind 
Veblen’s “Olympian detachment there lurks an ideal of human behavior, 
a good intuitively perceived but never formulated or made explicit.” 
“Ideal principles or values” are “hidden in the background of [Veblen’s] 
thinking.” Aaron finds his distinctions between “business” and “‘in- 
dustry,” the instinct of workmanship and the instinct of predation, the 
absentee owner and the underlying population “. . . more ethical perhaps 
than scientific, [they] carry an emotive appeal and imply unstated pre- 
conceptions. They offer further proof that Veblen was quite capable of 
deliberate distortion and bias despite his Olympian detachment.”’*7 Metz- 
ger argues that Veblen is a proponent of an “ideology,” which he defines 
as ‘‘. . . a system of beliefs that presents value judgments as empirical 
truths . . .”28 and that this ideology was “full blown” and ‘“‘self-deceiv- 
ing.”?9 Metzger holds that the two instincts—workmanship and the 
“antipathy to useful effort’”—“flavor strongly of a Calvinistic dualism.”?° 
Dobriansky strongly criticizes Veblen’s theory of instincts. He argues that 


24 Ibid., p. 361 f. 

25 Joseph Dorfman, Thorstein Veblen and His America (New York: Viking, 1940), 
p. 197, 

26 A. L. Harris, “Veblen as Social Philosopher—A Reappraisal,” Ethics, Vol. 63 
(April, 1953), pp. 30-31. 
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(Septcsaber, 1947), p- 386. 

28 W, P. Metzger, “Ideology and the Intellectual: A Study of Thorstein Veblen,” 
Philosophy of Science, Vol. 16 (April, 1949), p. 125. 

29 Ibid., p. 128. 
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the only acceptable definition of instinct is the strict biological one,*1 and 
that what Veblen “erroneously refers to as an instinct [of workmanship] 
has long been established in philosophical psychology and moral philosophy 
as the human power of creativity directed toward good or bad ends.” 

The views presented by these writers agree concerning the normative 
import of some of Veblen’s categories. They disagree concerning the 
question as to whether Veblen was aware of the moral force of these 
categories. Harris holds that they “lie in the background” of Veblen’s 
thinking and were never explicitly formulated. Aaron holds that Veblen 
was “capable of deliberate distortion and bias” as a result of “unstated 
preconceptions” of which he was presumably aware. Metzger holds that 
Veblen’s “ideology” was ‘“‘self-deceiving.” Dobriansky holds that Veblen 
“erroneously” refers to certain “norms having moral significance” as in- 
stincts. Dobriansky seems to believe, however, that the instinct theory 
which Veblen holds is an empirical or pseudo-empirical theory since he 
quotes what he takes to be evidence against it, such as, for example, infan- 
ticide among primitive peoples.3* 

I have no disagreement with these writers concerning the point on which 
they agree. The aim of this paper has been to try to formulate as explicitly 
as possible the ‘ideal of human behavior” which Harris believes to lie in 
the background of Veblen’s thinking and to show how it functions in 
Veblen’s thought. Four instincts are mentioned by Veblen in contexts 
which shed light on this ideal. These are the instincts of workmanship, 
idle curiosity, racial solidarity, and the parental bent. These show him 
to presuppose a concept of ideal human nature in which the following 
qualities are predominant: sympathy, truthfulness, conscience, peaceable- 
ness, fairness, love of knowledge, an appreciation of simplicity and work- 
manship, concern for the human race, including those not yet born, toler- 
ance, and good will. One might roughly summarize these by the 
expression “good moral character.” 

Veblen, I have argued, presupposes this moral framework and moral 
ideal. The ideal human character functions as guiding principle in his 
thinking, not as premise. And in no one context does he make the many- 
sided features of the ideal human character explicit. It is an ideal that 
functions as a guiding principle which is always assumed but never made 
explicit. It is true that Veblen occasionally attempts to obtain scientific 


31 L. E. Dobriansky, Veblenism: A New Critique (Washington: Public Affairs Press, 
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32 Ybid., p. 259. 
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sanction for one or more of the traits which he envisages as ideal. Veblen 
is notably unsuccessful in this attempt, and this has, it seems to me, misled 
some writers into believing that he is an unsuccessful social scientist rather 
than a successful social philosopher who tried unsuccessfully to obtain 
scientific sanction for his guiding principles, as I believe to be the case. 

The interpretation which is advanced here of Veblen’s theory of human 
nature has the merit of explaining why Veblen—even when he is being 
most objective-—uses moral terms which connote approval or disapproval. 
It also has the merit of enabling us to judge The Theory of the Leisure Class 
as a very good work in social philosophy instead of as a very biased work 
in social science. It further enables us to recognize that his “irony” is not 
an illicit use of normative concepts in a scientific context but a legitimate 
use of moral concepts in a moral context.84 What Veblen has provided 
us with is a view of human history and social change from the moral point 
of view, and to do it he presupposes the supreme moral worth of a human 
nature which values peaceableness and goodwill and truthfulness, and work- 
manship, and he presupposes the moral worthlessness of a human nature 
which is characterized by ferocity and self-seeking and clannishness and 
force and fraud. And who can deny that Veblen is right? Perhaps his 
picture of the clash between elements in society which represent these 
somewhat Manichean opposites is sometimes a little overdrawn. But this 
is a philosopher's privilege. 


Oklahoma State University 
Stillwater 


34 The view that Veblen’s experiment in the use of normative concepts in a scientific 
context shows rather that it is not possible to neutralize such concepts as “waste,” “bar- 
barian,” etc., presupposes that this was attempted by Veblen. He makes no serious effort 
to neutralize moral concepts by any of the techniques available to a scientist, nor does 
he choose the most obvious route of using circumlocutions. Some of the concepts he 
uses, such as “ferocity,” “self-seeking,”’ “clannishness,” would be immune to even the 
most valiant efforts to neutralize them. However, Veblen’s efforts toward neutralization 
are notable for their total absence or for their half-hearted tongue-in-cheek tone. 


Development of U.S—Mexican Border 


THe Joint-U.S.-MExico Commission for Border Development and 
Friendship met in Washington May 1-3, 1968 to consider action pro- 
grams drafted by its working groups which aim at improving living stand- 
ards of the 6 million people living on both sides of the 2,000-mile U.S.- 
Mexico border. 

Recommendations of the Commission include: 

Parallel National Parks. Recreation facilities are planned around such 
areas as the Chamizal, Big Bend, and the Amistad Dam reservoir, plus a 
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network of historic and scenic sites connected by roads crisscrossing the 
border. 

Economic Development. Basic data is being compiled to complete an 
economic profile of the border area. Opportunities for industrialization 
on the U.S. side of the border will be studied. A Mexican program for 
industrialization of the border is already in progress. The primary pur- 
pose of economic development will be to create job opportunities for the 
estimated 70,000-75,000 unemployed on both sides of the border. 

Cultural Development Centers. Both countries intend to work to- 
gether in bringing their disadvantaged citizens into the mainstream of 
community life. Included in plans are mobile service centers designed 
to reach out to the poor on both sides of the border. ‘The centers will 
be concerned with health, consumer education, home economics, culture 
and recreation, and employment information. 

Emergency Planning. A joint Disaster Relief Committee has been 
proposed to render mutual aid in case of hurricanes, floods, fires, earth- 
quakes, industrial explosions, or other civil disasters. 

Urban Development. Short-range problem solutions are currently 
being developed with programs for beautification, open space, model 
cities, and housing. Long-range solutions to urban renewal, transporta- 
tion, public facilities, environmental health, unemployment, and educa- 
tional facilities problems are being studied concurrently. 

Education. Pilot programs on teacher and student exchange on the 
elementary, secondary, and technical school levels have been found suc- 
cessful. Integration is being promoted of research activities of a group 
of U.S. and Mexican universities interested in providing technical assis- 
tance on social, economic and cultural problems of the border area. 

Sports. A Working Group on Sports has been forming local com- 
mittees of interested citizens in twin cities along the border, and has 
started organizing clinics and conferences on physical education, sports, 
and recreation. Plans have been made for scheduling sports competition 
between individuals and teams in border cities. 

Tourism. Tourism studies are underway on both sides of the border. 
In addition, the Working Group on Tourism is listing obstacles encoun- 
tered by the tourist in crosing the border and recommending administra- 
tive and procedural actions designed to facilitate international travel. 
[From the U.S. Department of State.] 


Financing Land Reform 


The Role of Bonds as Compensation 
in Modern Land Reform Programs 


Characteristics of Landowner Payments 
Converting Landlords into Producers 


By Epwarp R. Harris JR. 


AN ANALYSIS OF THE EXPERIENCE of countries that have undertaken land 
redistribution programs gives valuable pointers for formulating a desirable 
method of compensation. In countries where the drive for land reform is 
most pressing few funds are readily available with which to aid such a 
reform. To get around this lack of liquid funds one of several techniques 
has been used: (1) expropriated landowners have received a token pay- 
ment which is virtually the same thing as confiscation, (2) the govern- 
ment has issued long-term non-negotiable bonds, (3) payments were made 
in kind rather than in cash, or (4) by a simple but ruinous method of 
inflating the country’s economy the government has printed the compensa- 
tion payment money. Both of the first two methods are premised upon the 
belief that the landowner is not a useful member of society and that he 
would be content to share in economic returns without taking any part in 
the productive process. This is contrary to any sense of fair play. 


I 
Cash Payment 
A LANDOWNER FACING EXPROPRIATION is fortunate to dwell in a country 
where large cash payments can be extended without affecting the economy. 
Historic indications are that this situation is a rare one. Out of the seven 
countries (Italy, Venezuela, Colombia, Egypt, Iran, Taiwan and Vietnam) 
whose compensation procedure was analyzed in a previous article,? two 
paid out no cash, four paid a token amount of cash, and only Venezuela 
is paying over 30 per cent in cash. 


1 The four payment techniques were drawn from the following source: V. Webster 
Johnson, Joint Program for Financing Land Redistribution and Industrial Development, 
August 14, 1962, p. 5. 

2E. R. Harris Jr., “Financing Land Reform in Developing Countries,” Am. J. Econ. 
Sociol., Vol. 28 (April, 1969), p. 193 f. 
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When the return from the landbond is not adequate to afford the 
former landowner a reasonable income, an adjustment payment in cash 
should be made. This would be true if the rent he formerly received were 
out of line with the productive value of his property. This would be the 
case also with a landowner who held a small amount of Jand, relying upon 
it for his living. Venezuela’s plan for increasing the percentage amount of 
cash payment to the former landholder as the size of the property de- 
creases has merit. The consideration in the cash adjustment payment should 
be that the landowner receive enough cash to carry him until he is able to 
make the necessary changes in his living pattern. 

Cash could also be used in an inducement plan. After the adjustment 
problems of the landowner are taken care of, excess available cash should 
be used as an incentive. This procedure was used in Italy where the land- 
owner received in cash a certain amount of his compensation, up to 25 
per cent, when he improved his retained holdings. 

A government engaging in land reform should decide on the minimum 
amount of cash payments required to handle adjustment problems. It 
should calculate the maximum amount that it could afford to pay without 
destroying the value of the currency. Some cash funds could be used for 
the inducement plan—and the balance, if any, could be prorated among 
all expropriated landowners. 


I 
Landbond Payment 

WHEN THE GOVERNMENT has only a limited supply of cash available to 
pay the expropriated landowner, one or more methods of deferred pay- 
ment must be used in order to enable it to fulfill its payment obligation 
to its landed gentry. The principal method of deferred payment is a long- 
term, non-negotiable bond ordinarily redeemable in a series of install- 
ments. 

This method, however, has three serious shortcomings. (1) The land- 
lord is understandably reluctant to take for his land a government obliga- 
tion payable at some time in the distant future. Most governments under- 
taking a land reform are not capable of issuing such an obligation for the 
general market. The deferring of payment has led at least one person to 
state his ideas forcefully on the subject. He views the taking of the land 
as the first coercion. Deferring payment for the expropriated land is the 


8A. G. Kheradjou, International Finance Corporation, Washington, D.C., interview, 
February 6, 1963. 


Bonds as Compensation in Modern Land Reform Programs 327 


second coercion. It is the compounding of an illegal act. (2) Aside from 
the confiscatory element of a non-negotiable bond, annual amortization 
payments on this type of instrument are often too small to allow the land- 
owner to reinvest effectively in the economy.* (3) The issuance of the 
non-negotiable bond does nothing to solve the vital problem: that of 
transferring the wealth in land and the abilities of the landowner into alter- 
nate types of enterprises. 

In spite of these shortcomings, the long-term non-negotiable instrument 
offers the best solution to the knotty problem of compensation. In any 
substantial program of land reform the cost to the government is of con- 
siderable magnitude. To put this money into the economy, either by pur- 
chasing land with cash via the printing press, or by the issuance of ne- 
gotiable bonds (substantially the same thing as paying cash) would be a 
most inflationary process. The overall effects on the economy might be 
more disastrous than the immediate ills cured. Therefore, attention must 
be given to paying the landowners in a non-inflationary manner and, at 
the same time, to giving the landlord full recognition of his desirable 
qualities by encouraging him to participate in the productive expansion 
of the economy. 

Of the seven countries previously referred to,5 three countries issued 
non-negotiable bonds, specifically to prevent inflation. ‘Three countries 
issued negotiable bonds. One country issued both kinds. Of the four 
countries issuing negotiable bonds, two, Italy and perhaps Venezuela, 
seemingly can afford this procedure. A discussion of the Egyptian ne- 
gotiable bond is academic. Colombia is having inflationary problems 
which indicate that perhaps landbonds in that country should be non- 
negotiable. 

The case for having more than one class of bonds is debatable. In 
countries such as Venezuela and Colombia, agriculture is characterized by 
large capitalistic estates and a variety of forms of land use prevail. 
Therefore they have a more defensible position for using several classes 
of bonds than those countries whose agriculture is characterized by tenancy. 
On the other hand, a fair price takes into consideration land use. Thus, 
it does not seem equitable to penalize or reward the landowner with dif- 
ferent classes of bonds depending upon land use.® 


* Baldur IL Kristjanzon, “The Agrarian-Besed Development of Iran,” Lend Beonomics, 
Vol. 36 (Fall, 1960), p. 12. 

5 Harris, op. cit. 

6 The material used in this section on Landlord Payment was drawn upon from the 
following source: Johnson, op. cit., pp. 6~7. 
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I 
Terms 

WHAT MATURITY SHOULD a land reform bond carry? Referring again to 
the seven countries previously discussed, we find four of them had bonds 
of one maturity while three countries had landbonds with various maturi- 
ties. The maturity of the bond should be determined by the length of 
time required for the new landholder to pay off his mortgage obligation. 
Upon analysis, if this process is expected to take only ten years, then the 
land reform bond should be a 10-year bond. If it is expected to take 25 
years, then the land reform bond should be a 25-year bond. 

The principal amortization of the Jandbond can proceed in two ways: 
(1) by a fixed schedule of amortization, and (2) by drawings, as the 
money is available. Three countries amortize principal on a fixed sched- 
ule. Two countries amortize principal by drawings, and the other two 
countries do not amortize principal but pay off the landbond at its maturity. 

Using a system of drawings offers more flexibility than a fixed system 
of principal amortization. Redeeming landbonds by drawings allows the 
government to cash in the bonds with funds received in mortgage pay- 
ments. A method can be devised to use the drawings procedure to stimu- 
late investment. By using the landbond as collateral to make a produc- 
tive investment, the bonds could be given a priority when drawing time 
comes around. This is discussed in more detail in a later study. 

Drawings of this type would have an advantage over the fixed amortt- 
zation schedule. Funds would be paid in larger sums to certain bond- 
holders and would not be frittered away in small, fixed amortization 
payments to all landbondholders. 


IV 
Rate of Return 
RATES OF RETURN upon the various landbonds in the seven countries 
studied range from one and one-half per cent to seven per cent. Only 
one coupon was determined by the actual market conditions in the coun- 
try and that is the class “C” bond of Venezuela. 

The bulk, if not all, of the compensation that the landowner in that 
country received for his land, was in non-liquid form. The landowners’ 
concern naturally is that when this non-liquid instrument eventually can 
be converted into cash, he will not only have received the going rate of 
return in the form of income from the bond, but he will also have his 
principal preserved. The rate of return on the bond will determine the 
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ultimate value of the compensation. In fairness to the bondholder, the 
rate of return on the land reform bond should include an additional incre- 
ment, which would be equivalent to the expected rate of inflation.” 

In a good many countries which have undertaken land reform, inflation 
has robbed the landowner of his rightful payment. This has happened in 
countries such as Japan, Bolivia, Cuba, Guatemala, Mexico and Korea. 
It appears that it may happen in Colombia. In such a situation, the land 
reform program, as far as the landowner is concerned, becomes the same 
thing as virtual confiscation.® 

For example, the Colombian class “A” seven per cent bond carries the 
highest interest rate of any of the bonds of the seven countries analyzed. 
This bond seems to offer an excellent return. Consider, however, that 
the Colombian peso decreased in value 22 per cent between December, 
1960 and December, 1961, and 25 per cent between December, 1961 and 
December, 1962. It can be seen very quickly that this negotiable land 
reform bond would be selling at a substantial discount immediately upon 
issuance. 

The experience of Taiwan is an excellent example of how a country 
can protect the new and the old landowner from the inflationary experi- 
ence that often follows a land reform. A country contemplating land 
reform should study carefully how the Taiwan government handled a 
potentially inflationary problem. It tied the value of the payments given 
for the land and the payments received for the land to the price of sweet 
potatoes and rice. 

The governments of countries attempting land reform are presently 
calculating various indices that could serve as a basis for determining the 
value of the land reform bond.1° The land reform bond could be tied 
to a certain value such as the wholesale index, the cost of living index, the 
value of some stable currency, or the value of gold. With the exception 
of Taiwan, no country has attempted to fasten the value of their land 
reform bonds to an index. Experience shows that this type of security is 
not popular with governments. 


T John V. Deaver, foreign economist, Chase Manhattan Bank, New York, interviews, 
Feb. 7—8, 1963. 

8 Letter from George Jackson Eder, Harvard Law School, Cambridge, Massachusetts, 
Dec. 4, 1962. 

9 Eder, Ibid. 

10 Deaver, supra. 

11 Raúl Martinez Ostos, “The Mobilization of Domestic Private Financial Resources 
and the Role of National Development Institutions,” at round table discussion on “Private 
Enterprise and the Development of Latin America,” at Buenos Aires, Argentina, April 25, 
1962, pp. 30~31. 
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y 
Form—Registered or Bearer 

BONDS CAN BE ISSUED in either registered (in the ownet’s name) or bearer 
(in no name) form. Offering a choice of form to the landowner, as Italy 
did, indicates a financial sophistication characteristic of the more advanced 
nations. In spite of the additional records and handling time required 
in the issuing of the registered form of landbond, it has enough advan- 
tages over the bearer form so that it should be used. Since this suggested 
compensation scheme recommends non-negotiable bonds to discourage 
illegal selling, the government should have a list of bondholders so that 
no one could redeem the bonds but their rightful owner. 

While it can be said that bearer bonds are more convenient to handle 
at sale time, because the transfer of title is by simple delivery, they are a 
more risky investment, because possession is proof of ownership. The 
government of Vietnam is taking steps to establish proof of the rightful 
ownership of their land reform bonds. Had these bonds been registered 
at the time of issuance, this additional trouble would not now be neces- 
sary.12 

American private business experience demonstrates that it is advan- 
tageous to use the registered form of bond because it provides a commu- 
nications outlet serving to keep the bondholder informed. When draw- 
ings take place for the purpose of redemption, the government will need 
the names of the bondholders who qualify for the drawings. In addition, 
the government and private financial institutions will want to inform the 
bondholder about investment opportunities. 

The registered form helps familiarize the new bondholder with the 
registering process, which is also used in the issuance of capital stock. 
This circumstance offers an educational advantage and will help acquaint 
the bondholder with transfer requirements when he becomes investment- 
minded,18 


VI 
Tax Features 
SINCE THE BONDS represent merely an exchange for property, they would 
not be subject to any net wealth or capital taxes. According to the govern- 


12 Letter from Frederick E. Nolting, Jr., American Ambassador, American Embassy, 
APO 143, San Francisco, California, Feb. 14, 1963. 

18 The material used in this section on Form—Registered or Bearer was drawn from 
the following source: Peter Bakstansky, “Registered vs. Coupon Bonds,” American Banker, 
Feb. 20, 1963. 
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ment’s prerogative the bonds could be declared tax exempt—or the interest 
income from the bonds could be taxable as an addition to the bondholder’s 
income. To the degree that the former landholder’s land was taxed, he, 
as a bondholder, would have a tax advantage in that there would be no 
capital tax on the bonds. 

Several countries have what seems to be reasonable tax features for the 
land reform bond. It can be used to pay past due or current land taxes. 
Tt also is allowed to pay inheritance taxes. 

To stimulate the bondholder to exchange his bonds for productive in- 
vestments (discussed in the next study), a satisfactory deduction in the form 
of an investment credit, or investment deduction, could be allowed during 
the first five years. The taxable profits would, therefore, be reduced by 
the amount of any such deduction or credit.14 

In summary, payment to the landowner for his expropriated land should 
be, in part, immediate—cash, and the balance, deferred—a landbond. 
The ability of the government of a developing country tot pay cash is 
limited. First and foremost, cash should be used to aid the landowner in 
making adjustments; secondly, it should be used as an inducement to the 
landowner to remain on part of his former lands; and thirdly, the balance 
should be prorated among all landowners. 

The deferred payment should be a non-negotiable instrument in spite 
of its several disadvantages. Inflationary pressures caused by the issuance 
of a negotiable bond have been ruinous. Inducements to offset the dis- 
advantage of non-negotiability can be formulated. 

A term bond is most desirable with the maturity calculated by the 
time estimated for the new landowners to amortize their mortgages. 
Amortization of the landbonds is best done by drawings, which can be 
used to encourage productive investment. 

The rate of return of the bond must in all fairness be tied to some 
inflation-proof index. Otherwise, history demonstrates that the land- 
owner will donate his lands. Taiwan’s example serves as an excellent pat- 
tern for future reforms. 

The landowner should be registered for a number of preferable reasons, 
not the least being that the registered form will aid in promoting a pro- 
gram of investment. 

Taxes should be levied on these bonds in accordance with the traditions 
of the country. An incentive to using the landbond, as collateral, would 


14 The material in this section on tax features was drawn from the following source: 
Letter from William S. Barnes, director, World Tax Series, International Program in Taxa- 
tion, Law School of Harvard University, Cambridge, Massachusetts, Jan. 31, 1963. 
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be to allow the income of the bond to be tax free for a period of five 
years,15 


Lynchburg, Va. 


15 This discussion is continued in my forthcoming study in this Journal, “Landbonds 
and Productive Investments in Modern Land Reform Programs: The Issue and Conversion 
of Debt Instruments to Achieve Dynamic Economic Growth.” 


The Cooperative Economy in the U.S. 


IT COMES as a surprise—even to other cooperatives—to see the grand 
total of cooperative activities in the United States: 

The 8,500 marketing and purchasing cooperatives do nearly $20 billion 
worth of business for five out of six farmers in the United States, accord- 
ing to latest figures. 

The 1,200 rural electric and telephone cooperatives bring electric service 
to 6.3 million consumers and telephone service to more than 600,000 farm 
families and other rural people. 

The 1,200 credit cooperatives in the Farm Credit system loaned over 
$8 billion last year to farmers and their cooperatives. 

The 22,700 credit unions had 18.4 million members, savings of $10.3 
billion, and loans outstanding of $9.2 billion in April 1967. 

The 560 cooperative housing projects included over 80,000 individual 
units valued at just over $1 billion. 

The 100 fishery cooperatives have over 10,000 fishermen as members. 
They operate 7,514 fishing boats or vessels. 

The 180 group health plans have 4.5 million people enrolled. (Some 
people will be members of several types of cooperatives; hence total num- 
ber of members cannot be determined.) [From Grange.] 


Economic Aid for the World’s Children 


THE UNITED NATIONS International Children’s Emergency Fund (UNI- 
CEF) has assisted 87 developing countries in Asia, Africa, and the 
Americas in long-range programs to improve nutrition of children and 
mothers. It has helped equip 210 dairy plants which produce 1.8 billion 
quarts of clean milk annually—enough to provide a daily glass of milk on 
a free or subsidized basis to 234 million children. It has launched village 
and community nutrition programs in 53 countries to stimulate production 
and use of garden vegetables, fish, eggs, and poultry. Some 137,000 per- 
sons, from village leaders to teachers, extension workers and laboratory 
experts, received special training in nutrition with UNICEF grants. [From 
the U.S. Department of State.] 


REVIEWS 
Skeptics on Automation Unemployment 


By IRVING H. SIEGEL 


DESPITE ITS LIMITATIONS and lapses, this volume’ represents a useful 
and important addition to the small store of skeptical book-length literature 
on the alleged revolutionary manpower impacts of automation. It effec- 
tively documents widely ignored doubts concerning the rumored pranks 
and prowess of the new technological Casanova, doubts of the kind already 
considered in such atypical works as The Myths of Automation, by Silber- 
man and his Fortune associates; The Automation Hysteria, by Terborgh; 
and Technology and The American Economy, the February 1966 Report 
of the National Commission on Technology, Automation, and Economic 
Progress. 

Appealing to productivity statistics and to industrial, occupational, age, 
and sex distributions of the labor force, the authors debunk the common 
claim that automation has not only been significantly aggravating unem- 
ployment in recent years but is also fundamentally eroding the future 
employability of the nation’s manpower supply. 

They refreshingly insist on the original definition of automation, which 
features the feedback principle of process control and accordingly excludes 
conventional mechanization. ‘They argue the need for coordinated and 
positive public policy—fiscal and monetary, as well as manpower—in be- 
half of sustained economic growth and full employment. 

But best of all is the authors’ literal-minded resort, too rare in the 
literature of automation controversy, to a systematic examination of the 
wealth of available non-anecdotal data! This old-fashioned scholarly 
predilection for reviewing the evidence carries conviction, even though it 
may promise less grantworthiness than the newer style of quoting imagina- 
tive journalists, cliché-prone government officials, digressing mathemati- 
cians, and a quaking claque of assorted soft scientists apparently awaiting 
displacement by computer. 

Many faults may be found with this book, but they do not undermine 
the essential contribution. For example, the Department of Labor can- 
not properly be said to have been established three decades later “in re- 
sponse to the 1882-86 depression.” (The Bureau of Labor Statistics, 
obviously intended, was sct up in a differcnt department.) D. A. Wells 
was not still “writing in 1898” the classic he had already published in 1889. 


1 Technology and Jobs: Automation in Perspective. By A. J. Jaffe and Joseph Froom- 
kin (New York: Frederick A. Praeger, 1968), 284 pp., $8. 
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The praise heaped on Ogburn’s contribution in the 1930's to Technologi- 
cal Trends and National Policy seems extreme although the value of such 
earlier work (including the WPA National Research Project’s output, 
which the authors also mention) deserves to be recalled. In this connec- 
tion, the authors might also have acknowledged the contemporary burst of 
literature on technological forecasting. 

The reader may well be confused by the authors’ discussion of such con- 
cepts as technological change, mechanization, and invention. Some benefit 
could have been derived here from, say, Schumpeter’s ideas on invention, 
innovation, and diffusion. Indeed, the omission of this economist’s name 
in the historical review is striking. 

The authors should also have volunteered that they are attacking the 
most extreme variant of a doubtful dogma. They should have noticed 
too that the Senatorial inventors of the term “manpower revolution” 
were merely following the journalistic vice of escalation; that is, by 
“revolution” they often meant only long-term “evolution,” both past 
and prospective. 

Finally, in their exposition of the role of policy for support of full- 
employment demand, the authors should not have neglected the potential 
of government enterprise. In the future, government may well emerge 
as the dominant “employer of first resort’—mot last resort—in disposing 
of the backlog of squalor that private enterprise helped so much to cause 
and did so little to remedy. 


The W. E. Upjohn Institute for Employment Research 
Washingion, D. C. 20036 


Forecasting Slumps and Booms 


Forecasting and Recognizing Business Cycle Turning Points. By Rendigs 
Fels and C. Elton Hinshaw. New York: National Bureau of Eco- 
nomic Research through Columbia University Press, 1968, 131 pp., 
$4.50. 


Prominent analysts of the business scene are quicker to recognize busi- 
ness cycle troughs than peaks, this study suggests. Rendigs Fels reports 
that the ten forecasters whose published opinions he examined for the four 
recessions between 1948 and 1961 generally “recognized?” peaks about 
three months after their occurrence, but identified troughs about one month 
before. 

C. Elton Hinshaw appraises the forecasting record of the Federal Re- 
serve Board’s Open Market Committee. Examining the minutes of com- 
mittee meetings since 1948, Hinshaw scores the F.O.M.C. as slightly 
better than average in forecasting and recognizing actual turns. 
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“Turning point forecasting and recognition,” he writes, “refer to an 
over-all pattern, beginning with the analysts’ vague awareness of an im- 
pending turn and progressing to the ultimate certainty that a cyclical turn 
has occurred.” In their use of the term “recognition,” the authors limit its 
application to the time when the analysts believe that the occurrence of 
a peak or trough is more likely than not. 

The performance of the F.O.M.C. was considerably better than that of 
general business forecasters with regard to “false signals’——v.e., “recog- 
nition” of hesitations in the economy that do not qualify as actual reces- 
sions. Not once during the entire period studied did the committee give 
a false warning, whereas the published forecasters issued false signals in 
1947, 1956, and 1962, among other years. {From the National Bureau. ] 


War as an Economic Contest 


Issues in Defense Economics. Roland N. McKean, ed. New York: 
National Bureau of Economic Research through Columbia Univer- 
sity Press, 1967, 286 pp., $7.50. 


The modern concept of war as an economic contest in which the oppo- 
nents impose ever greater economic burdens on each other’s defense estab- 
lishments emerges as one of the principal themes of this conference volume. 

Each of the eight papers deals with an issue under debate by defense 
analysts today. Subjects range from the complex problems of the nuclear 
arms race and nuclear arms control to the organization of military pro- 
curement and the Defense Department itself. 

The present method of defense contracting, whereby whole defense sys- 
tems are allocated to a single contractor, is attacked by one contributor on 
the ground that the practice makes it difficult to assess the contractor's 
economic efficiency. He recommends that military contracts be doled out 
in small units as a means of leveling the economic effects of defense pro- 
curement and facilitating better business management by the defense estab- 
lishment. 

Proposed changes in the organization, concepts and practices of the 
Defense Department include distribution of defense responsibilities among 
the Western allies in accordance with the theory of comparative advantage, 
use of new mathematical concepts to evaluate strategy and allocation of 
resources hy the military commend, and even 2 bureau cf “devil's advocacy” 
to promote or foster fresh ideas within the Pentagon. [From the National 
Bureau. ] 
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Monetary Policy and Economic Growth 


Balance-of-Payments Adjustment Policies: Japan, Germany, and the Nether- 
lands. By Michael Michaely. New York: National Bureau of Eco- 
nomic Research through Columbia University Press, 1968, 112 pp., 
10 tables, 7 charts, $2.75. 


What are the principal policy alternatives confronting a nation in solving 
its balance-of-payments problems? The experience of three major trading 
nations in dealing with this issue is the focal point of a new N.B.E.R. re- 
search report. 

The study examines the balance-of-payments policies of Germany, Japan, 
and the Netherlands over a 15-year period. Among its findings: Japan 
and the Netherlands adhere almost strictly to the classical prescription: 
when in surplus, inflate; when in deficit, deflate. With almost unfailing 
consistency, the Bank of Japan and the Netherlands Bank raise the dis- 
count rate when a deficit appears in the balance-of-payments and reduce 
that rate when the deficit turns into a surplus. And in both countries 
money supply ultimately follows a typical pattern of response. Its rate of 
expansion falls with a deficit and rises with a surplus. 

In Germany, no such response is evident. 

The study finds that in none of the three countries has budgetary policy 
responded to balance-of-payments fluctuations. However, in all three the 
principle of a balanced budget was generally adhered to. [From the Na- 
tional Bureau. ] 
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Mobility and Economic Progress of Negro Americans 
During the 1940’s* 


By RICHARD RAYMOND 


Word War II and the subsequent release of suppressed consumer demand 
resulted in high levels of economic activity and prosperity for the American 
people. Observers generally agree that the economic status of the Negro, 
measured in absolute terms, improved significantly during the 1940's. 
Disagreement is more likely to arise about changes in the economic status of 
the Negro relative to that of the White. 

During the early 1960’s Gary Becker and Elton Rayack became embroiled 
in a controversy over the relative progress of the Negro during the 1940’s.2 
The controversy evolved from the use of an occupational index originally 
formulated by Becker and subsequently criticized by Rayack. During the 
course of the debate it became apparent that the index could be used to 
divide the progress of the Negro into two separate parts, one reflecting the 
narrowing of the skill differential and the other the upward occupational 
mobility of the Negro. Neither Becker nor Rayack, however, used the 
index for this purpose although Becker did, in his comment, note that the 
index could be so utilized. 


+ This paper was completed with the aid of grants from the Committee on Urban 
Economics of Resources for the Future, Inc. and the Regional Research Institute of West 
Virginia University. Helpful suggestions were received from George H. Borts, Raymond 
R. McKay and Robert J. Ssunders, The author assumes full responsibility for the con- 
tente af the manor. 

1Sce: Gary S. Becker, The Ecosowies of Discrimination (Chicago: University of Chi- 
cago Press, 1957) Chapter 9; Elton Rayack, “Discrimination and the Occupational 
Progress of Negroes,” Reriew of Econoriics and Statistics, Vol. 43 (May 1961) and 
Gary S. Becker, “Discrimination and the Occupational Progress of Negroes: A Comment,” 
Review of Econarzics and Statistics, Vol. 44 (May 1962). 
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One of the most important factors underlying current Negro discontent 
is the markedly inferior economic position of the average Negro. An 
accurate measurement and interpretation of previous Negro economic 
progress may aid considerably in assessing the nature and magnitude of 
future problems in the area of race relations. The purpose of this paper is 
to refine existing estimates of the relative gains of the Negro during the 
1940’s and to investigate the effects of upward occupational mobility, geo- 
graphical mobility and changes in the racial age-education distributions 
upon the relative economic status of the Negro during the 1940’s. To 
accomplish this an expanded version of the occupational index will be 
used. The use of an index is necessary since income data which are com- 
parable between 1940 and 1950 are given only on a national basis. The 
use of such data would preclude any regional analysis, thereby making it 
impossible to measure the effect of geographical mobility. In addition, 
it is generally recognized that depressed business conditions have a greater 
impact upon the Negro worker than upon the White worker. The severe 
depression of the 1930’s undoubtedly reduced the Negro’s relative income 
below what may be considered its long-term normal value. Thus, the use 
of 1939 incomes as base year values might result in an over estimate of 
the progress of the Negro during the 1940’s. The index method partially 
avoids this bias since it is not affected by differentials in the racial unem- 
ployment rates. 


I 
Changes in the Relative Economic Status of the Negro, 1940-1950 
THE RELATIVE ECONOMIC STATUS of the Negro will be measured by the 
ratio of Negro to White median income.? This will be referred to as the 
racial income ratio (RIR). The median income for each race was esti- 
mated by forming a weighted average of the median incomes for an ex- 
haustive listing of over 150 separate occupational categories. The income 
in each occupation was weighted by the number of individuals in each race 
found in the given occupation. This procedure implicitly assumes that 
Whites and Negroes employed in the same occupation earn the same in- 
come. Since Negroes, in fact, often earn less than Whites working at the 
same job, all RIR’s derived in this manner will contain an upward bias. 
In the absence of significant changes in intra-occupational racial income 
differentials the bias contained in the 1940 RIR’s should be approximately 
equal to that contained in the 1950 figures. The detailed occupational 


2 All income figures refer to males only. 
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breakdown used makes such changes appear unlikely; therefore, the bias 
should not affect the comparisons between 1940 and 1950.3 

Urban areas were separated from rural by assuming that all rural 
employment fell within three occupational categories: 1) Farmers and 
Farm Managers, 2) Farm Laborers and Foremen and 3) Farm Laborers.* 
In the rural sector it was also necessary to drop the assumption that Negroes 
and Whites in the same occupation earned the same incomes. ‘This assump- ` 
tion and the use of only three rural occupations resulted in a rural RIR very 
close to 1.0. The actual 1949 rural RIR’s were .5149 in the North and 
4946 in the South. The rural income figures, for both 1940 and 1950, 
were adjusted to conform to these ratios. This obviously prohibits an 


Table 1 


NEGRO MEDIAN INCOME DIVIDED BY WHITE MEDIAN INCOME BY 
REGION AND U.S. TOTAL, URBAN AND TOTAL FOR 1940 AND 1950 


North South U.S. Total 
1940 1950 1940 1950 1940 1950 
(+ 12.3%) (+22.2%) (+ 22.2%) 
Urban -7315 8215 5579 6819 5747 L025 
(+ 4.99%) (+ 30.2%) (+ 35.4%) 
Total 7944 8330 4729 6156 A714 6382 


SourcEs: U.S. Bureau of the Census, Sixteenth Census of the United States: 1940, Vol. 
HI, U.S. Summary Tables 72 and 63. U.S. Bureau of the Census, Census of Popula- 
tion: 1950, Vol. II, U.S. Summary Tables 129 and 159; Vol. II, State Vols. Table 78 
and Vol. IV Table 22. 

All figures pertain to wage and salary income only. The bracketed figures appearing 
above the 1950 RIR’s represent the per cent change in the given category between 
1940 and 1950. 


examination of changes occurring within the rural sector. It will, how- 
ever, allow a more accurate evaluation of the changes occurring between the 
rural and urban areas. 


3 Actual income figures for 1950 indicate that this bias is more pronounced in the 
urban South than in the urban North. The actual 1950 RIR in the urban North was 
.7582 as opposed to an estimated figure of .8215. The corresponding figures for the 
urban South are .5002 and .6819. Figures derived from U.S. Bureau of the Census, 
Census of Population; 1950, Vol. II, U.S. Summary Table 163. 

Thus, the intra-occupational income differentials appear to be much more important 
in the South. Consequently, our figures understate the regional differences in the RIR 
existing at any point in time. 

4In 1950, over 80 per cent of the rural farm males reporting income were located in 
these three occupations. 

5 U.S. Bureau of the Census, Census of Population; 1950, Vol. II, U.S. Summary ‘Table 
162. The same type of error is, of course, also present in the urban sector but it is much 
smaller in magnitude, The large rural error results from the broad occupational cate- 
gories used in this sector. 
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Table 1 presents RIR’s for 1940 and 1950. Only in the North when 
urban and rural areas were combined did the RIR fail to increase signifi- 
cantly. This, however, may be regarded as a rather unimportant exception. 
It is largely accounted for by the fact that almost no Northern Negroes re- 
side in rural areas and incomes in the rural North increased rapidly be- 
tween 1940 and 1950. In addition, Whites moved from low income rural 
areas to high income urban areas within the North. 

The rapid improvement in the relative economic status of the Negro in 
the urban North and in the urban South is especially noteworthy since it 
occurred even though both areas experienced a large inmigration of 
Negroes. The improvement, however, was not identical in the two re- 
gions; the South shows the greater increase in the RIR. A number of 
factors may have contributed to this regional difference. 

The rapid movement of Negroes from the South to the North may have 
affected the Negro’s position in both regions. It has often been contended 
that in any given location the amount of discrimination directed against 
a minority group will be positively related to the rate of increase of the 
minority group.® The more rapid increase in the Northern Negro popula- 
tion may have generated higher levels of discrimination which slowed the 
Negro’s progress in this region. 

Actually, it is unnecessary to postulate an increase in discrimination in 
the North. The mete existence of discrimination, regardless of its in- 
tensity, means that Negro and White labor are regarded as two separate 
factors of production. Thus, separate racial demand curves for labor will 
prevail. Assuming aggregate demand constant, an increase in the relative 
number of Negro workers should cause the racial income ratio to fall even 
in the absence of changes in discrimination. The ratio of Negro to White 
workers in the North rose from 3.2 per cent in 1940 to 4.6 per cent in 
1950 whereas the corresponding Southern figures were 23.7 per cent in 
1940 and 20.8 per cent in 1950.7. Thus, the observed changes in the ratio 
of Negro to White workers are-consistent with the regional difference in 
progress shown by Table 1. 

An explanation may also be based upon the difference in the income 
ratios between the North and the South. Table 1 shows a Northern 


6 Gordon Allport, The Nature of Prejudice (Cambridge, Mass.: Addison-Wesley Press, 
1955). Empirical support for the contention is lacking. See: H. M. Blalock, “Economic 
Discrimination and Negro Increase,” American Sociological Review, Vol. 21 (Oct. 1956), 
pp. 584-88. Blalock’s statistical results show no relationship between Negro increase and 
discrimination, 

7 These figures were derived from the racial occupational representation figures used in 
the information of Table 1. 


Mobility and Economic Progress of Negro Americans 341 


urban figure for 1950 of .8215, whereas the corresponding Southern figure 
is .6819. If 1.0 can be regarded as the figure which a complete lack of 
discrimination would yield, then any factor tending to reduce discrimina- 
tion should have a smaller relative effect upon the income ratio as this 
ratio approaches 1.0.8 


H 
Occupational Mobility and Changes in the Skill-Differential 
THE ACTUAL IMPROVEMENT in the relative economic status of the Negro 
may be partitioned into two effects, one reflecting changes in the incomes 
associated with different occupations and the other reflecting the movement 
of individuals between occupations. These may be empirically identified 
by recomputing the 1950 median incomes using 1940 income weights for 


Table 2 


NEGRO MEDIAN INCOME DIVIDED BY WHITE MEDIAN INCOME BY 
REGION AND U.S. TOTAL, URBAN AND TOTAL FOR 1940 
(ACTUAL) AND 1950 (HYPOTHETICAL) 


North South U.S. Total 
1940 1950 (HYP) 1940 1950 (HYP) 1940 1950 (HYP) 
(+ 3.7%) (+ 7.8%) (+ 9.6%) 
Urban 7315 7588 5579 6016 5747 6301 
{+ 2.3%) (+ 11.4%) (+ 20.6%) 
Total 7944 8127 4729 5270 4714 5685 


Source: 1940 figures are from Table 1. The derivation of the 1950 figures is explained 
in the text. ‘The bracketed figures appearing above the 1950 RIR’s represent the 
per cent change in the given category between 1940 and 1950. 


the various occupations. This procedure will yield a new set of RIR’s 
for 1950. 

If no change had occurred in occupational incomes between 1940 and 
1950 then the actual movement of individuals between occupations would 
have produced the RIR’s calculated in this manner. Thus, differences be- 
tween these hypothetical 1950 RIR’s and the actual 1940 RIR’s can be 
attributed to racial differences in occupational mobility. 

Table 2 presents the actual 1940 RIR’s and the hypothetical 1950 RIR’s 
calculated in the manner described. The per cent increase in the RIR 
shown in Table 2 was thus due to the more rapid upward occupational 

3 This argument does rot imply char the greater relative progress in the South was a 
result of the lower base value for the RIR in the South. In certain situations such an 
argument would be correct, but this does not seem to be one of them. Actually, in this 


case the antithetical argument might be a better one. A low base value may indicate ex- 
treme difficulty in achieving progress. 
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mobility of the Negro. Comparing these figures to their Table 1 counter- 
parts shows that in all regional divisions (urban and total) upward oc- 
cupational mobility accounted for over 30 per cent of the total improve- 
ment in the Negro’s relative economic status. The greater effect shown 
at the national level reflects the effects of inter-regional as well as inter- 
occupational mobility.® 

The procedure used to separate the effects of occupational mobility from 
the effects due to income changes in the various occupations does not 
consider any causal interaction between these two factors. When causality 
is considered, the importance of Negro movement into the higher paying 
occupations is further accentuated. The rapid movement of Negroes into 
the higher paying occupations should have, cet. par., reduced incomes in 
these occupations.*° Thus, some portion of the improvement in the 
Negro’s relative position as allocated above to changes in occupational in- 
comes was actually caused by the rapid upward occupational mobility of 
the Negro. 

During the 1940’s a rapid movement of Whites into the higher paying 
occupations also occurred. The data indicate that Negroes not only 
kept pace with the Whites but that they were significantly more mobile 
toward the higher paying occupations. This does not, of course, provide 
unimpeachable support for the contention that discrimination against the 
Negro was markedly reduced during the 1940’s. Many objective factors 
could provide an explanation for this phenomenon, e.g., a narrowing of 
racial educational and training differences. There is, however, no reason 
to believe that the factors which are generally associated with economic 
progress will operate independently of discrimination and thus affect the 
races equally. Thus, it is difficult to see how the data may be made com- 
patible with an assumption of constant overt manifestations of discrimina- 
tory attitudes throughout the 1940’s. ‘That is to say, it seems probable 
that either the attitudes of individuals changed in such a way that they be- 
came less willing to discriminate at any given level of objective costs for so 
doing, or that some other factor such as legislative inducement or tight 
labor markets increased the costs involved in discrimination. 


9 The difference between the Table 1 and Table 2 figures, e.g., for the urban North, 
12.3 minus 3.7 or 8.6, is not completely attributable to the independent effect of income 
changes in the various occupations. Due to the computational method employed, these 
differences also encompass the interaction between the income changes and the changes 
in the racial occupational distributions. In this instance, the interaction terms were 
very small. 

10 Since “other things” did not in fact remain equal but instead acted to produce an 
increase in these incomes, the Negro movement actually served to dampen a rise in income 
caused by other factors. 
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II 
Migration 
THE RAPID MOVEMENT of Negroes from rural to urban areas and from 
the South to the North has often been cited as a major factor contributing 
to the improvement in the relative economic status of the Negro. Professor 
Rayack’s assessment of the significance of the migration of Negroes from 
rural to urban areas is summarized in the following statement: 


The significance of the relatively greater rural to urban migration of 
Negroes for their occupational advancement relative to Whites is a product 
of the fact that Negro-White income differentials were (and are) sub- 
stantially greater in rural areas than in urban areas.11 


He goes on to state that in 1945 the ratio of Negro median income to 
White median income was .37 for rural areas and .60 for urban areas. 

These figures are aggregates for the entire nation and may prove mis- 
leading in relation to the problem being considered. Incomes in general 
and rural incomes in particular are higher in the North than in the South, 
and almost all rural Negroes reside in the South. The rural income ratio 
for the U. S. is thus comparing Southern Negroes with Southern plus 
Northern Whites. This substantially raises the White income figure and 
thus lowers the ratio. Such figures cannot be used to support statements 
concerning the effect of intra-regional rural to urban migration. 

Data from the 1950 census were used to examine the intra-regional 
relationship between the urban and rural RIR’s. State income figures 
were broken down into three categories: 1) cities of 100,000 or more, 
2) cities less than 100,000 and rural non-farm and 3) rural farm. In 
each state an RIR was calculated for each category. Both Northern and 
Southern states failed to show any consistent difference between urban and 
rural RIR’s.12, In some states the rural RIR was greater than the urban 
and in others the relationship was reversed.+* 


11 Rayack, op. cit., p. 213. 

12 Based upon data from U.S. Bureau of the Census, Census of Population; 1950, Vol. 
II, State Vols. Table 87. 

13 In addition, Professor Rayack notes that Negro population increases were particu- 
larly marked in the largest cities and that “it is in those cities that the income differential 
between Negroes and Whites is smallest.” Rayack op. cit., p. 213. Rayack cites Herman 
P. Miller, Income of the American People, (New York, 1955), p. 39. 

This conclusion is also based upon data pertaining to the nation as a whole. The rela- 
tionship is observed because most of the largest cities in the nation are located in the 
North and the RIR’s are uniformly higher in the North. When the North is considered 
separately, the data indicate that city size has no effect upon the RIR. In the South, the 
small effect which is present can be attributed largely to two areas: Baltimore and Wash- 
ington. See: U.S. Bureau of the Census, Census of Population; 1950, Vol. II, State Vols. 
Table 87, and U.S. Summary, Table 185. 
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The effect of rural to urban migration is, therefore, difficult to predict. 
If only Negroes moved, their relative status would have to improve since 
urban incomes in general are greater than rural incomes. This, however, 
did not occur during the 1940’s. Negroes did move in greater relative 
numbers than Whites, but White migration was also significant. 

The data underlying Table 1 may be utilized to separate the effects of 
migration between areas from the effects due to income changes within 
the areas.44 The method may be conveniently illustrated by showing how 
the change in Southern Negro income between 1940 and 1950 was af- 
fected by both the change in Negro population distribution between the 
rural South and the urban South and the Negro income changes within 
these two areas. Let 


Xp = number of Negroes in the rural South 
Xy = number of Negroes in the urban South 
YR = average Negro income in the rural South 
Yy = average Negro income in the urban South 
I = total Southern Negro income. 


The superscript O refers to the year 1940 and the superscript 1 to the 
year 1950. All A’s refer to changes occurring between 1940 and 1950. 

The total Southern Negro incomes in 1940 and 1950 are: 

1) I° = Xg? Yg? + Xy Yp’ and 
2) I = Xg! Yg! + Xy! Yq". 

Representing 1950 figures with 1940 figures plus A terms, e.g., Xpt = 
Kpr? + AX, and subtracting 1° from I yields 
3) AI = AXpYp?® +AXyYy° + AYR Xp? +AYyXp° + AYp AXp + AYy AXy. 
The first two terms represent the effect of mobility, the third and fourth 
terms cover the effect of income changes and the last two terms encompass 
the interaction between mobility and income change. 

The effect attributable to mobility alone may be expressed in terms of 
RIR’s by calculating the difference between the actual 1940 RIR and the 
1950 RIR which would have prevailed, given the 1950 population dis- 
tribution, had no change taken place in rural and urban incomes for each 
tace. In other words, the 1950 racial incomes are weighted averages of 
1940 rural and urban incomes. The weights pertain to the numbers of 
individuals in the rural and urban areas in 1950. Inter-regional migration 


14 The method used will actually combine population changes induced by natural 
increase or decline with those caused by migration. It was impossible with the data avail- 
able to separate these two sources of population change. 
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may be handled similarly. In this case, the South to North migration is 
considered along with the rural to urban movement. 

Table 3 presents actual 1940 RIR’s and 1950 RIR’s calculated in the 
manner described. The Column 4 figures represent the per cent change 
in the RIR which was solely attributable to migration. 

In the North, rural to urban migration actually resulted in a decrease of 
1.7 per cent in the RIR, whereas the RIR in the North increased by 4.9 
per cent (see Table 1).4° Furthermore, the change which occurred in 
urban and rural incomes within the North also tended to decrease the RIR. 
During the 1940’s rural income in the North showed a relative increase 
over three times as great as did urban income." Since the number of rural 


Table 3 


NEGRO MEDIAN INCOME DIVIDED BY WHITE MEDIAN INCOME BY 
REGION AND U.S. TOTAL FOR 1940 (ACTUAL) 
AND 1950 (HYPOTHETICAL) 


1 2 3 4 
1940 1950 (hyp) 2 minus 1 (3+1) 100 
North 7944 7828 — O116 — 1.5 
South 4729 4937 + .0208 + 4.4 
U.S. Total Urban 5747 5997 + .0250 + 4,4 
U.S. Total Urban 
and Rural 4714 5423 +.0709 + 15.0 


Source: The method used to derive the income ratios is presented in the text. Income 
figures and the numbers of individuals were both obtained from data underlying 
Table 1, 


Negroes in the North is insignificant, it was the Whites who benefited 
most from the very rapid rise in rural income.*® The improvement which 
did occur in the North thus resulted solely from the advances made by the 
Negro within the urban sector. 

Migration within the South accounted for only 4.4 per cent of an actual 


15 The 1950 Table 3 figures differ from those of Table 2 because the use of 1940 
income weights by sub arca implicitly assumes that the sub area racial occupational 
distributions remain constant at 1940 levels. 

16 The population changes involved here are obviously not all the result of intra- 
regional rural to urban migration. The urban North also experienced an inmigration of 
both Whites and Negroes from the South. 

17 Derived from the income figures underlying Table 1. 

18 The occupational representation figures underlying Table 1 show that rural Negroes 
represented 4 per cent of the Northern Negro population in 1940, and 2 per cent in 1950. 
The corresponding figures for Whites are 16 per cent and 12 per cent. 
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rise in the income ratio of 30.2 per cent. In this case, however, since the 
rural Southern Negro population is very large, the rapid rise in rural in- 
comes improved the Negro’s relative position.1® 

Nationally, the South to North movement within the urban sector pro- 
duced a 4.4 per cent increase in the RIR compared to the actual total in- 
crease of 22.2 per cent. When the rural sector is included, South to North 
migration looms more important, accounting for over 40 per cent of the 
observed rise in the RIR.?° 

It must be concluded that intra-regional rural to urban migration was 
not an important contributor to the observed improvement in the Negro’s 
relative economic status. The movement of Negroes from rural to urban 
areas undoubtedly improved their absolute economic position, The move- 
ment of Whites, however, proved approximately offsetting thereby leaving 
no appreciable net effect attributable to migration. The South to North 
migration was considerably more important even though it did not account 
for the largest share of the observed improvement at the national level. 

Once again the computational procedure used does not consider any 
causal interaction between migration and income change. It is, however, 
reasonable to assume that rapid inmigration will tend to reduce incomes 
and rapid outmigration will tend to raise incomes. In the South, the more 
rapid rural to urban movement of Negroes should have, cet. par., lowered 
the urban RIR and raised the rural RIR. But the calculation procedure 
used assumed a constant RIR in rural areas whereas the effect of migration 
upon urban incomes was captured by the procedure, Since the effect in, 
this case was to reduce the RIR, the figures presented overstate the improve- 
ment in the RIR brought about by rural to urban migration within the 
South. The result of this causal interaction in the North and for the nation 
as a whole cannot be clarified without a more detailed knowledge of exist- 
ing racial demand conditions.?? It seems unlikely, however, that a de- 


19 Based upon Table 1 data, the ratio of rural to total Negroes in the South was .46 in 
1940 and .33 in 1950, whereas the corresponding figures for Whites are .33 and .22. 

20 A significant portion of this 40 per cent improvement may be attributed to the 
rural to urban movement within the South. 

21 All RIR’s were recomputed so that the difference between the 1940 and 1950 figures 
would encompass both the migration and interaction terms in equation 3. The inter- 
action terms proved small in all cases. Their addition raised the Table 3, Column 4 
figures by 1.5 in the North and by 0.2 in the South. Nationally, they reduced the urban 
figure by 1.0 and the U.S. total (urban plus rural) figure by 2.6, 

22 A constant RIR in rural areas was assumed in the North as well as in the South. 
But in the North, since few Negroes reside in rural areas, the crucial factor is the level of 
White rural income instead of the rural RIR. The procedure used did allow for changes 
in White rural incomes. Thus, in the North, it is impossible to determine the net effect 
of the casual interaction which the Table 3 figures have ignored. 
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tailed consideration of this causal interaction would markedly increase the 
importance attached to migration. 


IV 
Changes in Age and Education 
THE INCOMES of both Whites and Negroes tend to increase as age and 
education increase. Over a ten year period it is thus possible that different 
racial changes in age and educational achievement will serve to alter the 
RIR. In addition, migration tends to be highly selective from the point 


Table 4 


NEGRO MEDIAN INCOME DIVIDED BY WHITE MEDIAN INCOME 
FOR 1940 (ACTUAL) AND 1950 (HYPOTHETICAL), 
URBAN AND RURAL BY REGION AND U.S. TOTAL 


North South U.S. Total 
1940 1950 (HYP) 1940 1950 (HYP) 1940 1950 (HYP) 

(- 8.5%) (— 5.2%) (— 3.1%) 

Urban 5654 5176 4306 4080 4755 4609 
(~ 6.79%) 

Rural n.a. n.a. 4781 4461 n.a. n.a. 

(- 9.0%) (~7.4%) (+ 0.2%) 
Total 6416 5836 4543 4205 4497 A506 


Source: The method used to derive these figures is conceptually identical to the method 
described in relation to table 3. The only difference is that in table 4, sixty-four 
separate age-education categories were used within each sub area whereas table 3 
utilized a single figure for each sub area. Basic sources are: United States Depart- 
ment of Commerce, Population; Education, Educational attainment by Economic 
Characteristics and Marital Status: Based upon Tabulations from the Sixteenth Census 
of the United States: 1940, Tables 33 and 35. U.S. Bureau of the Census, Census of 
Population: 1950 Detailed Characteristics; State Vols. Tables 64 and 65; U.S. Sum- 
mary Tables 114 and 115; Special Reports, Vol. 45 Education Table 12. All figures 
relate to males aged 16—64 and pertain to wage and salary income only. 

n.a.: Not available. 


of view of both age and education, with the younger and more educated 
accounting for a large portion of total migration. In the preceding sec- 
tion the effects of migration were measured by assuming that inmigrants 
were capable of earning the average income prevailing in the destination 
area. To the extent that this assumption departs significantly from reality, 
the figures presented in Table 3 could, to some extent, be inaccurate. 
Actual median incomes may be computed for each race in 1940 by using 
detailed age-education-income distributions. It is also possible to arrive 
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at 1950 median incomes which would have prevailed if incomes in each 
age-education category had remained constant at their 1940 levels and 
the distribution of individuals among categories changed as it actually did. 
Table 4 presents RIR’s based upon income figures calculated in this man- 
ner. The per cent changes appearing above the 1950 figures measure the 
effect of changes in the racial age-education distributions. These figures 
reflect both migration and internally generated changes.?? 

Only when urban and rural areas are combined for the nation as a whole 
did the distributional changes favor the Negro more than the White. A 
large negative effect attributable to changes in age and education occurred 
within each individual region. This is surprising in view of the fact that 
the Negro’s relative status actually showed significant improvement in most 
of the regional divisions. This improvement obviously occurred in spite 
of, not as a result of, the distributional changes (migration included) 
which took place. 

The regional differences shown in Table 4 are in the direction which 
the actual changes in the income ratio would lead one to expect. That is 
to say, the Negro’s relative position, although having deteriorated in all 
cases, shows the smallest reduction in the case of the South. These differ- 
ences, however, are much too small to explain the pronounced regional 
differences in the amount of improvement actually recorded. 

At the national level, South to North migration accounted for about 
one-half of the actual rise in the income ratio (see Table 3). When the 
characteristics of the migrants in conjunction with internally generated 
changes in age and education are considered, almost no part of the national 
progress is explained by distributional change. This may have been par- 
tially the result of selective migration. As might be expected, a large part 
of the South to North movement of Negroes was centered in the very 
young age groups. In the case of Northern Negroes, 16 per cent of the 
total population increase was concentrated in the 18 to 24 age group, and 
28 per cent in the 25 to 34 age group. The corresponding figures for 
Northern Whites were 4 to 19 per cent respectively. The incomes asso- 
ciated with these age groups were appreciably below those found among 


23 Table 4 is not directly comparable to Tables 1, 2 and 3. The occupational data used 
to form the first three tables were not broken down by age and education and therefore 
could not be used to form Table 4. The Table 4 RIR’s are uniformly lower since it was - 
unnecessary in this case to assume that Whites and Non-Whites in the same occupation 
earned the same income. 

24 These figures pertain to males between the ages of 18 and 64. They were derived 
from the data underlying Table 4. The figures given reflect internally generated changes 

„as well as migration. 
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the older groups. In addition, a cursory examination of the data supports 
the conclusion that the North-South income differential in 1940 was much 
smaller, sometimes even reversed, among the younger age groups than 
among the older. This seemed to be more pronounced among Negroes. 
The method used to derive the Table 3 figures utilized only one income 
figure for each region (and race) and was thus unable to correct for the 
age selectivity of migration.” 


y 
Summary and Conclusions 

THE DETAILED OCCUPATIONAL BREAKDOWN used in this study has pro- 
duced estimates of Negro progress during the 1940’s differing in a num- 
ber of respects from previous estimates. The current results show a much 
greater improvement in the relative economic status of the Negro at the 
national level and a much greater difference in this improvement between 
the North and the South.?* In addition, it is established that a significant 
portion of the improvement recorded in all geographic divisions was 
attributable to the rapid upward occupational mobility of the Negro. 

It has become an accepted practice to “explain” the improvement in the 
Negro’s relative status by pointing to the very rapid rural to urban and 
South to North migration of Negroes. The results presented in sections 3 
and 4 indicate that this is a mistake. Negro migration may be a necessary 
condition for an improvement in the relative economic position of the 
Negro, but it has not, in the past, been a sufficient condition. The most 
serious aspect of this mistake relates not to anything injurious which might 
have been done as a result of the mistake, but rather to what has not been 
done because a simple explanation was too readily accepted. Two sepa- 
rate errors of omission deserve consideration. 

First, the willingness to accept without question the beneficial effects 
of Negro migration has caused the neglect of another more disturbing 
possibility. The selective nature of migration coupled with inter-area dif- 
ferences in educational achievement suggest that migration could cause 


25 While the evidence indicates that changes in the North-South population distribu- 
tions in the 1940’s had not yet improved the Negro’s position in 1950, it can be argued 
that these changes should have proved a positive force in ensuing years. The young 
Negroes in the North should have, in a manner of speaking, reaped the benefits of the 
North-South Negro income differential only as they grew older. The extent of the 
deferred effect associated with the migration of the 1940's was investigated by aging all of 
the 1950 age-education distributions ten years and computing RIR’s based upon the new 
distributions and 1950 median income figures. The results indicate that no appreciable 
deferred effect would have appeared by 1960. 

26 For previous estimates see: Rayack, op. cit., Tables 3 and 4. 
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a deterioration in the relative economic status of the Negro within both 
inmigration and outmigration areas, If the social pressures generated by 
discrimination are dependant upon the relative status of the races in their 
immediate environment then an improvement at the national level could 
prove much less important than a concomitant deterioration in the Negro’s 
position regionally. Thus, the mistaken impression that past Negro migra- 
tion had a strong and uniformly positive effect upon the relative economic 
status of the Negro leads to a view of the future which is much too san- 
guine. Continuing Negro migration, if it is not properly directed, may 
give rise to more problems than it solves. 

Second, if the migration of the 1940’s cannot explain the observed 
Negro progress, then some other factors must have been responsible. 
With the exception of labor market conditions, which are often coupled 
with migration, these other factors are generally ignored or treated super- 
ficially. The identification of these causal factors could obviously prove 
important in the formulation of future policy.?? 


West Virginia University 
Morgantown, West Virginia 26506 


27 To attempt such an identification is beyond the scope of this paper but one possi- 
bility may at least be mentioned. Federal fair employment practices legislation preceded 
the gains registered by the Negro during the 1940’s. This, of course, does not prove 
that the legislation caused the gains but the evidence available to date supports this hypo- 
thesis as well as any other which has been set forth. 
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The Facts About World Population 


EACH Day there are 191,000 more people in the world to add to the prob- 
lems of world food sufficiency. According to statistics reported by the 
Population Reference Bureau, each day sees an average of 324,000 births 
and 133,000 deaths. Starvation or malnutrition accounts for about 10,000 
of the deaths. World population is believed to have passed 3.5 billion on 
January 1, 1969. It may double in the next 31 years, reaching 7 billion 
by the year 2000. [From the U.S. Department of State. ] 


Opportunity, Subculture and the Economic Performance 
of Urban Ethnic Groups 


By MARTIN T. KATZMAN* 


ABSTRACT. An attempt is made to account for age-specific differences in 
economic performance among 14 ethnic groups living in the nation’s nine 
largest metropolitan areas, by regression analysis of 1950 U.S. Census data. 
A large proportion of the variance in occupational structure, income, un- 
employment, and labor force status is accounted for by variations in urban 
opportunities, relative group size and the members’ educational attainment. 
With the specified economic factors held constant, ethnic factors—na- 
tionality and nativity—are associated with residual differences in economic 
performance. These residual ethnic influences as well as ethnic differ- 
ences in marital, educational, and labor force status suggest that differences 
in ethnic subculture have important economic consequences. 


THE SOCIOLOGICAL LITERATURE abounds with detailed descriptions of the 
differences in economic performance among American ethnic groups. 
Despite the plethora of data, there has been little systematic analysis of 
these differences. Most explanations tend to be based on evidence of a 
single group or of several groups living in a single city.? The present 
study attempts to explain differences in performance among 14 ethnic 


groups living in the nation’s nine largest Standard Metropolitan Areas 
(SMAs) 3 


* This essay is the outgrowth of a study of ethnic groups undertaken with Martin 
Levin, University of California, Irvine. The study was sponsored by the Committee on 
Urban Economics of Resources for the Future, through the Institute of Government and 
Public Affairs, University of California at Los Angeles. I want to thank Leland S. Burns 
for the opportunity of presenting the preliminary findings at his seminars. Most of all I 
want to thank Frank Mittelbach and Martin Levin for detailed constructive criticism of 
earlier drafts. All errors remain in my responsibility. 

1 For example, Edward P. Hutchinson, Immigrants and Their Children, 1850-1950 
(New York: John Wiley and Sons, 1956); Stanley Lieberson, T'he Ethnic Patterns of 
American Cities (New York: Glencoe Free Press, 1963). Donald Bogue, The Population 
of ihe United States (Glencoe, Illinois: Free Press, 1959), Ch. 14. 

2 An extensive bibliography on studies of individual ethnic groups is found in Nathan 
Glazer and Daniel P, Moynihan, Beyond the Melting Pot (Cambridge, Mass.: MIT Press, 
1964), which itself is a study of five groups in a single city. 

3 The 14 groups used in this analysis are: British, Irish, Swedish, German, Russian, 
Polish, English Canadian, French Canadian, Czech, Austrian, Norwegian, Italian, Mexican, 
and Puerto Rican. The nine metropolitan areas for which we have comparative data are: 
New York-Northeastern New Jersey, Chicago, Los Angeles, Philadelphia, Detroit, Boston, 
San Francisco-Oakland, Cleveland, and Pittsburgh. 
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The following economic characteristics are considered: the percentages 
of males in the white collar occupations, median family income, male un- 
employment, and male and female labor force participation. Occupation, 
income, and unemployment are three of the most important indicators of 
economic status, while labor force participation, at least for males in the 
prime age group, is an indicator of integration or alienation. Participa- 
tion for other males and for females has rather unclear welfare implica- 
tions. Lack of data hinders any systematic attempt to compare differ- 
ences in savings and consumption.+* 

These aspects of economic performance are systematically related (Fig- 
ure 1). Occupation is a significant influence on income and unemploy- 
ment, which in turn influence male and female labor force participation.® 
In addition, there are two structural, as opposed to cultural, influences on 
the performance of an ethnic group. 

First are the differences in opportunities to which ethnic groups are 
exposed as a result of their differences in regional location.6 Metropolitan 
regions differ in industrial structure which affect: 1) the demand for 
workers at each skill level; 2) the pattern of wages in different jobs as 
well as the average wage level; 3) the level of unemployment over time; 
and 4) the demand for workers by age and sex.” 

Second are the characteristics of the group. Exogenous to the model 
are the group’s age composition, its educational level, and its relative size 
in the total metropolitan population. 


4 The U.S. Census, 1930, Special Report. Foreign-born Families., published inter-city, 
inter-ethnic comparisons of home ownership and rental values, bur nothing about income 
to permit budget comparisons, As far as we know there are no other data which would 
permit us to approximate an inter-ethnic budget study. 

5 This causal system is analogous to the economic life-cycle model proposed by Otis 
Dudley Duncan, “Discrimination Against Negroes,” in Bertram Gross (ed.) “Social Goals 
and Indicators for American Society,” Annals of the American Academy of Political and 
Social Sciences, No. 371 (May 1967). In Duncan’s model, family background influences 
occupation, which influences income, hence consumption. Unlike our model there is 
no explicit notion of differences in metropolitan opportunities. 

8 That each city has a distinct ethnic composition and that the distinctiveness of each 
is historically stable can easily be documented by a glance at the census, While we have 
no data for foreign stock, we observe that less than 20 per cent of the urban population in 
1960 lived in a different metropolitan area five years before. We demonstrate these 
propositions for multi-state regions in “Ethnic Geography and Regional Economies, 1880- 
1960,” Economic Geography, Vol. 45 (January, 1969), pp. 45-52. 

T See Wilbur Thompson, A Preface to Urban Economics (Baltimore: Johns Hopkins 
Press, 1965) for a nontechnical description of urban economic structure and its effects. 
The proxy for economic structure in this study is the performance of the total metro- 
politan population, which of course is dependent upon that structure. There are only 
minor problems of part-whole correlation in using this proxy, for the average age-genera- 
tion-ethnic group (a data point) comprises less than 1 per cent of the metropolitan 
population. 
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Age composition requires little comment, since age-specific differences 
in Occupation, income, and labor force status are well known. Similarly, 
the effects of education on these aspects of performance have been well 
established.® 

The effects of relative group size, however, are not so clear cut. On 
the one hand, a relatively large group may be hindered in its economic 
performance in at least three ways. The relatively larger group may be 
more segregated, hence less exposed to “middle-class American” mores 
than a smaller group (harmful only if the group is less skillful in eco- 
nomic enterprise than the American middle class, a proposition of dubious 
generality). Second, a large group poses more intra-group competition 
for jobs in which the group has a comparative advantage. For example, 
all the Chinese in Buffalo could open restaurants without glutting the 
market, while such would not be the case in San Francisco. Finally, a 
larger group may be perceived as a greater competitive threat, and hence 
may face greater discrimination by outsiders.° On the other hand, a 
larger group might gain better jobs because of its greater political power 
and its bargaining power with employers (if the group acts collectively). 
Furthermore, a larger group provides a greater market to sustain more 
enterprises run by its own members (if the group favors such enterprises). 
Whether in balance larger groups suffer or gain will be tested. 

The structural characteristics of the metropolis and of the group can 
be viewed as the common influences on the economic behavior of all ethnic 
groups. If the behavior of every group conformed to the model, we could 
infer that 1) ethnic differences in performance were reducible to struc- 
tural differences, and 2) a model of economic behavior need take no cog- 
nizance of ethnic cultural factors. Consequently, ethnic differences in 
performance must be explained in terms of differences exogenous to the 
model, differences which may be cultural in origin: in metropolitan loca- 
tion and concentration, in age composition (reflecting fertility), and in 
education. 

A priori it is unlikely that all differences in economic performance are 
reducible to structural differences. It is quite plausible that there are 

8 Hendrik Houthakker, “Education and Income,” Review of Economics and Statistics, 
Vol. 41, (February, 1959), pp. 24-28; Walter Fogel, “The Effect of Low Educational 
Attainment on Incomes: A Comparative Study of Selected Ethnic Groups,” Human 
Resources, Vol. 1 (Fall 1966), pp. 22—40. 

8 Gary Becker, The Economics of Discrimination (Chicago: University of Chicago, 
1957), Ch. €, proposes this hypothesis as an explanation for inter-city variation in 
white-Negro income differentials; V, O. Key, Jr., Southern Politics in State and Nation 


(New York: Random House, 1962), explains white voting patterns by the perceived threat 
from Negro population, a threat varying with the relative size of the latter. 
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ethnic differences in the culturally dominant attitudes towards present 
versus future gratification, work versus leisure, monetary versus non- 
monetary job benefits, educational investment, and fertility.2° Ceteris 
paribus, such differences in taste would translate into differences in per- 
formance. We might expect such cultural differences to manifest them- 
selves between generations and among nationalities. 

Discrimination or favoritism by outsiders is another cultural influence 
which may cause significant differences in economic performance. Dis- 
crimination may be a response to the behavior of the ethnic subculture, 
and hence empirically difficult to identify, or may be independent of the 
behavior of the group. The degree of discrimination may differ among 
cities, and groups may differ in the degree to which they are suffering dis- 
crimination. 

In this study we have no explicit measure of discrimination and only 
some explicit measures of subculture. In each regression we identify the 
impact of “ethnic” factors—nativity and nationality—and we draw infer- 
ences about discrimination or subculture only when it is prudent to do so. 


I 
Method 

IN ORDER TO ACCOUNT for differences in economic performance among 
members of ethnic groups living in different cities, we perform several re- 
gressions on each of three age cohorts: 14-24 years (the younger), 25—44 
years (the prime), and 454 (the older). For every regression, a data 
point is an observation of a particular group in a particular city, of one of 
two generations.1?_ For example, foreign-born Poles in Chicago and chil- 
dren of Italians in Boston, matched for age, are treated as data in the same 
set of regressions. 


10 See Alfred Kroeber and Clyde Kluckhohn, “Culture, Harvard Peabody Museum 
Papers, Vol. 47, No. 1 and “National Character in the Perspective of the Social Sciences,” 
Annals of the American Academy of Political and Social Sciences, No. 370 (March 1967) 
for theoretical discussions of ethnic subculture; Florence R. Kluckhohn and Fred L. 
Strodtbeck, Variations in Value Orientations (Evanston, Ill.: Row Peterson, 1961) for em- 
pirical cross-cultural studies. 

11 For a discussion of “class discrimination” contingent upon behavior and “racial 
discrimination” independent of behavior, see Martin Meyerson and Edward C. Banfield, 
Politics, Planning and the Public Interest (New York: Free Press, 1955) pp. 103-4. 

12 We do not have data for two generations of every ethnic group in every metro- 
politan area. For the prime and old age workers we have 160 observations, 80 for each 
generation, Because of the slack of immigration from certain countries in recent years, 
there were 56 cases of foreign-born young for which we had insufficient data, The 
source of data for the regression and residual analyses was the U. S. Census of Population, 
1950, Vol. 4, Special Reports: 3A, Nativity and Parentage; 3D, Puerto Ricans in the 
Continental United States. 
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r Regression analysis tells us to what extent the variations in performance 
can be accounted for by measurable differences in the independent vari- 
ables to be described. ‘The regression also provides coefficients for pre- 
dicting the performance of a group on the basis of the known values of 
the independent vartables. 

Clearly, there are a large number of possible structural forms for each 
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Figure 1. Systematic interrelationships among aspects of economic performance: working 


hypothesis. 


equation. Asa working hypothesis, we experimented with a large number 
of influences on cach independent variable, as suggested in Figure 1, 
above. ‘[hat set of independent variables was ultimately chosen which 
produced the most accurate estimates of the dependent variable (mini- 
mum standard error of estimate, maximum coefficient of determination). 
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The elimination from the equation of independent variables with insig- 
nificant coefficient does not bias the estimates of the remaining coefficients. 

The resultant regression system represents the average behavior of all 
ethnic groups. The residuals from the regression—differences between 
predicted and actual performance—are of considerable theoretical impor- 
tance. If the residuals are randomly distributed among the ethnic groups, 
they result from imprecision in the data or in the model. If, on the other 
hand, the several residuals for a particular ethnic group are significantly 
positive or negative, they result from “ethnic” factors associated with the 
group.’* Whether such ethnic factors are interpreted as reflecting sub- 
culture preferences or discrimination depends upon both the group and 
the measure of performance. 


H 
Regressions 

IN THIS SECTION we use linear regression analysis to account for inter- 
ethnic, inter-generational,1* and inter-metropolitan differences in economic 
performances for each of three age cohorts. ‘The equations are presented 
in their causal order. While of prior causal order, education is discussed 
in the next section as a more or less exogenous influence which reflects 
subculture. 


Male Occupations 


The proportion of an ethnic group in the several white collar occupa- 
tions depends upon the educational level of the group and to some extent 
upon the nativity of its members (Table 1). 


13 Residual analysis is undertaken using the “sign test.” For a given ethnic group, we 
find out how many of the residuals for a particular measure of performance are positive 
and how many negative. Summing up all three age cohorts we find whether the number 
of positive (negative) residuals is significantly different from expected. The test of 
significance for group i, performance measure j is: 

“i 


Ving (.5) (5) 


where Pi; is the number of positive residuals and nı is the number of observations for 
that group. If the number t is statistically significant, then we claim that an ethnic 
(cultural or discriminatory) factor influenced the performance of group i with respect to 
performance. Statistically, a dummy variable for the ethnic group would have been 
significant if used for group i in regression j. The omission of dummy variables in the 
equations below does not introduce error in specifying the average behavioral relationships. 

14Tn the tables, nativity effects are read as constants added to observations of the 
immigrant generation only. 
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Table 1 
PROPORTION OF ETHNIC MALES IN SELECTED OCCUPATIONS 
X, = % professional, male Young Prime Older 
constant — 1.86 — 1.26 ~ 1,40 
standard error 3.12 2.99 1.73 
R2 49 -69 -853 
Indep. var, b #(100)* b £(156) b #(155) 
% college graduate 0.832 7,93 0.601 14.23 0.736 1.93 
% professional opp. 0.730 2.91 0.809 4.19 0.679 6.01 
relative group size — 0.281 2.43 — 0.433 4.20 --—0.237 3.97 
nativity (rp =—.08)** — 1.748 DY 
X, = % managerial, male Young Prime Older 
constant —3.01 1.14 0.98 
standard errorr 1.98 6.22 6.01 
R? 38 .22 36 
Indep. var. b (100) b 40157) b # (157) 
Jo high school graduate 0.149 7.81 0.229 6.26 0.305 7.13 
nativity 1,527 3.19 4.898 4.60 
managerial opp. (rp =+.11) (rp =+.10) 0.655 2.72 
X, = % Clerical and sales, male Young Prime Older 
constant 9,36 5.36 7.61 
standard error 5.88 2.95 2.50 
R? 58 64 .83 
Indep. var. b #(100) b #(155) b #(156) 
% group managers 0.823 6.33 0.274 = 6.53 0.263 7.58 
% high school graduate 0.164 2.30 0.153 7.03 0.228 11.09 
nativity — $.220 $.52 — 2.674 4.97 — 6.224 13.74 
relative group size 0.196 1.87 


R2 = coefficient of determination corrected for degrees of freedom. 
* The numbers in brackets next to the t are the degrees of freedom in the residuals; 
all independent variables for which t values are listed contribute significantly to the 


explanation of the variance (.05, two-tail). 


** The bracketed number is the statistically insignificant partial correlation between the 
dependent and an independent variable, given the other explanatory variables. 


The percentage of professionals in a group varies directly with the op- 
portunities? for professional work and inversely with the relative size of 
the group in a metropolitan area. Only among the older ethnic groups 
does the foreign born generation fare significantly worse, suggesting that 
discriminatory barriers against foreigners in the professions may be de- 


o + 
CIOT ORT 


tiie 
t9 Opportunities for obtaining various classes of employment are measured by the 
percentage of males in a metropolitan area cnployed in a particular occupation. This 


percentage is a surrogate for the demand for a certain class of worker, derived from the 
metropolitan economic structure. 


358 The American Journal of Economics and Sociology 


The percentage of businessmen in a group tends to be greater among 
the foreign born generation. Only among the older ethnic groups is this 
percentage related to the opportunities for entrepreneurship in the metrop- 
olis. The positive correlation between entrepreneurship and group size 
suggests that larger groups are proportionately more successful in main- 
taining their own businesses. If favoritism on the part of the consumer 
were matched by the ethnic employer, the welfare of the group might be 
higher. 

Indeed, the percentage of clerical and sales personnel varies directly 
with the percentage of businessmen in the group. This finding suggests 
that entrepreneurship among group members has benefits which spill over 
to others in the group—~7.e., the provision of relatively secure, high status, 
and high paying jobs.7° The immigrant generation is less able to secure 
such jobs than their children. 


Table 2 
PERCENTAGE OF ETHNIC MALES UNEMPLOYED 

X, = % unemployed, male Young Prime Older 

constant 2.44 0.31 ~ LSS 

standard error 3,62 1.34 1.63 

R? >) 40 „39 
Indep. var. b #(101) b #(157) b E(157) 
SMA unemployed 1.765 $.30 0.961 9.63 1.237 10.14 
% white collar — 0.0830 2.82 
% high school grad. — 0.040 5.32 -—0.025 2.25 
relative group size (rp =+ .07) 


Male Unemployment 


The major influence on the percentage of members of ethnic groups 
unemployed is the unemployment rate of the metropolis, a measure of, 
aggregate demand. The coefficient for prime workers suggests that their 
unemployment rate varies nearly identically with that of the city, while 
the rates for the younger and older workers fluctuate more than that of the 
city. The probability of being unemployed also varies inversely with class 
as measured by occupational status or educational attainment. Only 
among the youngest workers is there a slight tendency for relatively larger 
groups to suffer heavier unemployment, possibly reflecting discrimination 
(Table 2). 


Median Income 
The dominant influence on ethnic variations in income is the average _ 


16 See Glazer and Moynihan, op. cit., “Fhe Negroes” on the role of ethnic entrepre- 
neurs in the economic advancement of a group. > 


Opportunity, Subculture and Economic Performance 359 


metropolitan, wage level. The magnitude of the regression coefficients 
for this variable indicates that older workers benefit (suffer) more from 
an increase (decrease) in wage opportunities than younger workers. In 
other words, younger workers may be less affected by differences in metro- 
politan opportunities than their elders (Table 3).37 


Table 3 
MEDIAN INCOME, MALE AND FEMALE ETHNICS 

X, = median income Young Prime Older 

constant 166.25 ~ 692.39 — 1,711.25 

standard error 208.04 205.91 334.44 

R£ 24 -61 55 
Indep. var. b #(101) b 2(156) b #(155) 
SMA wages 0.639 4,92 1.299 12.74 1.596 9,50 
% white collar 9.669 8.12 8.672 4.28 
nativity (rp = —.12) — 98.635 3.01 —368.011 5.96 
% high school grad. -4.979 2.58 
relative group size : (rp =— .06) 22.853 1,99 


Among the young, median income varies inversely with educational at- 
tainment because those in school are foregoing current income. However, 
as anticipated, among the prime and older workers, the better educated 
white collar workers obtain higher wages. 

The immigrant generation tends to earn less than the second genera- 
tion, ceteris paribus, probably a reflection of discrimination against for- 
eigners. Consistent with previous studies, we find that larger groups do 
not suffer in their earnings relative to smaller groups.*® 


Labor Force Participation 


Among both males and females, the immigrant generation tends to enter 
and leave the labor force earlier than their children. This tendency re- 
flects the greater adoption of the middle class work pattern by the more 
Americanized generation. 

The other influences on labor force participation are well known.?® 


17 The relative insensitivity of the wages of the young to differences in opportunity 
may explain the geographical stability of members of ethnic groups despite inter-urban 
differences in opportunity. If differential opportunities benefit mostly older workers, 
such differentials may dampen the incentive to migrate for thé young, the most mobile 
cohort. We predict that the more future-oriented individuals, hence groups, would be 
more prone to migrate, ceferis paribus. 

18 Becker, of. cit., came to the same conclusion in his study of Negro-white income 
differentials, 

19 William Bowen and T. A. Finnegan, “Labor Force Participation and Unemploy- 
ment,” in A. M. Ross (ed.) Employment Policy and the Labor Market (Berkeley: Uni- 
versity of California Press, 1965), pp. 113-61. 
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The participation of males varies directly with the wages to which an 
ethnic group has access, which in turn depends upon the metropolitan 
wage level. Finally, participation varies directly with the proportion 
married. The participation rates of older and younger workers are more 
sensitive to these influences than that of prime men, who are uncondi- 
tionally expected to seek work in our culture. 


Table 4 
ETHNIC VARIATION IN LABOR FORCE PARTICIPATION 

X; = % participation, male Young Prime Older 

constant 36.97 88.17 25.25 

standard error 6.90 1.30 3.20 

R2 32 33 87 
Indep. var. b #(100) b t{156) b (154) 
nativity 3,408 5.22 (rp=+.08) ~ S135 8.52 
median income 0.012 4.16 0.002 5.13 0.010 12.91 
% married 0.258 1.68 0.046 2.07 0.439 7.45 
% SMA unemployed (rp = —.14) —0.339 3.50  —1.018 3.53 
Jo prime ethnics 

unemployed (rp = + .08) (rp = + .02) 0.733 4.16 

X, = % participation, female Young Prime Older 

constant 28.30 38.77 — 8.57 

standard error 5.15 3.89 6.39 

R? 57 „60 46 
Indep. var. b #(98) b #(154) b #(154) 
% married — 0.466 644 ~--0.546 7.54 (rp = + .04) 
% fem. labor force, SMA 1.152 5.97 1.266 11.21 1.127 6.19 
% high school grad, fem. 0.198 2.20 0.052 1.68 0.202 3.47 
% white collar, males —0.330 5.70 0.109 2.94 —0.137 2.55 
nativity 6.351 3.78 {rp =+.01) -7.471 6.49 
% prime ethnic males 

unemployed (rp =—.04) 0.399 2.11 (rp=+.12) 

% SMA unemployed (rp =+.17) (rp = + .19) (rp =+.08) 


In accordance with the discouraged worker hypothesis,?° male participa- 
tion varies inversely with the metropolitan unemployment rate. The un- 
employment of prime men, however, tends to induce younger and older 
secondary workers to enter the labor force. 

The influences on the labor force participation of females, who have 
greater freedom of choice whether to work, are relatively more complex 
than those on males. Foremost, participation varies directly with the 

20 The discouraged worker hypothesis predicts that fewer people seek work in the 
labor force when the market has slack—~i.e., when unemployment is high. The additional 


worker hypothesis predicts that other members of the family, secondary workers, are 
induced to seek jobs when thé primary earner is unemployed. 
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number of female jobs (metropolitan female participation rate) in the 
SMA. More educated females, with more potential earning power are 
more likely to work, but those of middle class (white collar) background 
are less likely to do so. Presumably because of their dependents, married 
women are less likely to work than the unmarried in the younger and 
middle ages. There is no such effect for older women, who have few 
dependents. 

The secondary worker effect is relatively strong among prime and older 
women, while the discouragement effect of city unemployment does not 
seem operative on ethnic females of any age cohort (Table 4). 


Table 5 


GROUPS OVER- AND UNDERREPRESENTED 
ON VARIOUS PERFORMANCE MEASURES 

Jo Jo Jo Po Med. Jo Jo 

Prof. Manag. Cler-Sale. Unempl. Income M. Labor F, Labor 
British +. ~ + — — — 
Canadian Engl. + - — — 
Irish -= + — 
Swedish _ ~ — + 
Norwegian = ~- + + 
German + ad + — 
Austrian + 
Czech _ ~ + 
Polish _ + + 
Russian + + ~ 
Italian ~ + - + — 
Canadian Fr. = 
Mexican ~ ~ - + - - 
P. Rican ~ + + - — 


I 
Ethnic Influences on Performance 
Implicit Cultural Influences 


Regression analysis explained some of the ethnic variation in perfor- 
mance by the age composition, nativity, and economic characteristics of 
the groups and by metropolitan opportunities. Nevertheless, several 
groups deviate considerably from the performance predicted by the system 
of covations estimated #2 By analyzine the residuals of the equations, we 


“lithe esteion for sigrifeance “3 Co urb d in featise TO By eis factor,” we 
mean those aa to a particular group, holding all other mewured influences constant. 
Neve thet when the residuals were clawed by SMA for etch envatior, in no care did 


they diverge eles gene from zero, This suggests that there are no particular biascs in 
eh A ok pA ewe E Ge tt Arun. ia Ft Our WOT LT cat Weir 
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identify groups whose performance is significantly affected by “ethnic” 
factors—i.e., subculture and discrimination.?? 

The degree to which ethnic groups perform in accordance with the 
system of equations estimated by regression analysis is indicated by Table 5. 
Groups whose performance is overestimated on a particular measure are 
identified by a “plus”; those underestimated by a “minus.” Whether the 
pluses and minuses are interpreted as reflecting cultural or discriminatory 
influences depends upon both the measure and the group. 

The especially high percentage of British males in professional and 
clerical positions and their low unemployment rate may reflect discrimina- 
tory biases on the part of employers. There is no reason why the British 
should be any more favored than the English Canadians, who are also 
overrepresented in the professions but are underpaid and have the expected 
unemployment rates. Both groups’ overrepresentation in the professions 
and underrepresentation in business may reflect preferences of the most 
highly educated members of these groups. The low participation rate of 
males may reflect a relatively high value of letsure among these ethnics. 

The Irish are underrepresented in business and the professions and over- 
represented in clerical and sales jobs. While the underrepresentation may 
reflect discrimination, it may also reflect preferences of the more educated 
Irish for secure, well structured jobs rather than those demanding initiative 
and responsibility.28 The underpayment of the Irish may reflect the pref- 
erences of the less educated Irish for clean, non-manual work in exchange 
for greater wages than they could earn in less prestigious jobs. 

The Scandinavians on the other hand seem to prefer high income to 
high status jobs, being overpaid but underrepresented in clerical and sales 
jobs. While the lower than expected unemployment rate of the Swedes 
may reflect favoritism on the part of employers, it is not clear why the 
Norwegians should have higher than expected rates. 

The Germans are overrepresented in clerical and professional jobs, 
possibly for reasons of preference or favoritism on the part of employers. 
It is not clear, however, why Germans should be favored in clerical jobs 
more than English-Canadians, who are not overrepresented. Their lower 
unemployment rate may reflect favoritism (again, why were not the Cana- 
dians so favored?), willingness to look harder for jobs (why is their par- 
ticipation not greater than expected?), willingness to work for lower 


22 We reiterate that we reject the stereotype that all members of ethnic group X are 
alike. We do, however, allow for the possibility that the distributions of individuals 
with a given set of values may differ among groups. 

28 Glazer and Moynihan, op. ci#., “The Irish.” . 
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wages rather than be laid off (why are they not underpaid?), or perhaps 
greater diligence on the job. 

The Austrians are in no way peculiar except for their inexplicably higher 
than expected incomes. 

The Czechs are underrepresented in both business and the professions, 
like the Irish, a reflection of preferences and/or discrimination. Dis- 
crimination against the Czechs could not pervade all industrial sectors, for 
they tend to receive higher incomes than expected. Their high incomes 
may result from their greater willingness to work hard, reflected by par- 
ticipation rates. 

The Poles are underrepresented in the professions and overrepresented 
among the unemployed, possibly reflections of discrimination. Why the 
Poles should be more discriminated against than the ethnically similar 
Czechs is unclear. Unique to the Poles is an exceptionally high rate of 
labor force participation by their females. 

The Russians, who are mostly Jewish, are overrepresented in business 
and among the high income groups. Both facts reflect the cultural pro- 
pensities to enter business and to succeed at it.24 The exceptionally high 
incomes of the group do not draw exceptionally high rates of labor force 
participation; thus, the group statistically has lower than expected labor 
force participation. 

The Italzans, like the Jews, have a cultural propensity to engage in busi- 
ness.2> ‘The underrepresentation of this group in the professions and 
clerical positions may reflect discrimination as well as preferences. The 
especially high participation rate among males probably reflects a great 
willingness to work hard at the cost of leisure. 

The French Canadians are not peculiar economically except in their rela- 
tively poor showing in business, which they share with most other groups. 

The Mexican is probably the least successful ethnic group to be studied 
here. Not only is this group underrepresented in all the white collar 
professions, but it is underpaid and suffers an extremely high rate of un- 
employment. Perhaps the most plausible explanation for Mexican eco- 
nomic failures is discrimination. 

The Puerto Ricans, who are also underpaid, underemployed, and under- 
represented in the professions, are perhaps a useful comparison for the 
Mexicans, both being racially distinctive and poorly educated. While the 


24 Nathan Glazer, “The Social Characteristics of American Jews,” in American Jewish 
Committee, American Jewish Yearbook, 1955, pp. 3-41. 
26 Glozcr and Moynihan, op. cita “The Italians.” 
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Mexicans are underrepresented in business, the Puerto Ricans contribute 
as many businessmen as expected. The Puerto Ricans are notably success- 
ful in obtaining clerical positions while the Mexicans are not. The ex- 
ceptionally low rate of labor participation of Puerto Ricans may reflect 
what Glazer calls the “welfare syndrome’; that is, unlike many other 
impoverished immigrants, Puerto Ricans by virtue of their experience on 
the island have learned to extract welfare benefits from a benevolent 
bureaucracy.2° While Puerto Rican women participate in the labor force 
at the expected rates, Mexican women participate at a rate considerably 
lower than expected, thus foregoing their potential earning power. 


Interethnic Differences 


In comparing the socioeconomic profiles of the several ethnic groups, 
we find a recurring pattern: the groups with the highest education and 
higher income, employment rates, and occupational status tend to come 
from Northwestern Europe. More specifically, most of them are of Prot- 
estant origin: from Britain, English Canada, Scandinavia, and Germany. 
On the other end of the socioeconomic spectrum tend to fall Catholic 
groups: Puerto Ricans, Mexicans, Italians, Poles, Czechs, and French- 
Canadians.27 While all Protestant groups are not more successful than 
all Catholic groups in every socioeconomic measure, the trends are remi- 
niscent of those suggested by the Weber thesis.?8 


Explicit Cultural Influences 


In the system of regression equations, educational and marital status had 
considerable impact on economic performance. Rather than being deter- 
mined by opportunities, both are almost pure reflections of preferences, 
according to our interpretation. Consequently, we interpret the substan- 
tial ethnic differences in educational and marital status as reflecting differ- 
ences in subculture.?? 

To illustrate, we focus on both the Jevels and intergenerational gains 


26 Ibid., “The Puerto Ricans.” 

27 Looking at the residuals for occupational, income, and unemployment regressions in 
Table 5, we find that Catholic groups perform better than expected about 12 per cent of 
the time, worse than expected 52 per cent of the time. Non-Catholic groups (Protestants 
plus the Jewish Russians) perform better than expected 36 per cent, worse than expected 
only 28 per cent of the time. 

28 For a statement of the Weber thesis as it may affect American ethnic groups, see 
Gerhard Lenski, The Religious Factor (New York: Doubleday, 1962). An equally plau- 
sible thesis is that Catholics are subject to discrimination while Protestants are not. 

29 David Heer, “The Marital Status of Second-Generation Americans,” American 
Sociological Review, Vol. 26 (April 1961), pp.. 233-41. shows ‘inter-ethnic differences 
which may reflect aspirations towards mobility and attitudes toward birth control, 
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in educational performance of prime age males. Of the second genera- 
tion (almost certainly educated in the United States), the Russian, British, 
Scandinavian, and Irish graduate more males from high school than even 
native whites of native parentage. All of these groups but the British, 
whose immigrant generation had a high level of schooling, made consider- 
able intergenerational gains. The Czechs and Mexicans made few. 
While both Mexican and Puerto Rican immigrants have low levels of 
education, the second generation of the latter made substantial gains; those 
of the former hardly any. The educational attainment of the second gen- 
eration is only weakly related to metropolitan educational opportunities 
and the educational level of their parents.8° Consequently, we interpret 
intergenerational gains as an expression of subcultural values.’ 


Table 6 


PERCENTAGE COMPLETING HIGH SCHOOL, 
MALES AGE 25-44, URBAN U. S., 1950 


Second Immigrant 
Ethnic Group Generation Generation 
U.S.S.R. 69.9% 45.1% 
Swedish 61.9 38.2 
British 60.0 56.0 
Irish 59.4 30.7 
Canadian-English 59.3 54.8 
Norwegian 57.8 38.7 
Native whites of native parent. 52.7 
Austrian 52.1 49.3 
German 47.7 50.8 
Polish 43.7 34.6 
Czech 41,3 36.0 
Tralian 35.6 21.9 
Puerto Rican 31.2 13.7 
Canadian-French 30.0 24.8 
Mexican 17.6 14.5 


Source: U. S. Census, 1950, Nativity and Parentage, Tables 10 and 23. 


30 Metropolitan school quality is measured by the median years of schooling by 
inhabitants of an SMA, a surrogate of the level of public support for education. This 
measure explains only 26 per cent of the interethnic variation in educational attainment 
in the second generation. Parental education explains only an additional 4 per cent of the 
variance. These findings are consistent with the recent report which shows that only a 
small percentage of the interpersonal variance in school performance is not due to cultural 

aeea Paw) ee a. Tit Yagi dg? ea I eee CP ns WR ENT aree 
3c, Keno ps 

91 One might add fertility patterns as a incasure of subculture with significant impect 
on the economic status of an ethnic group. The U. S$. Census of Population, 1960; Spe- 
cial Report: JA, Females by Number of Children Ever Boin, Tables 8-10, presents reveal- 


ing age-specific Sige! data by ethnic group. The groups with the severest economic 
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IV 
Summary and Conclusions 
A REGRESSION ANALYSIS of interethnic differences accounts for a consid- 
erable proportion of the variance in occupational structure, income, unem- 
ployment, and labor force participation. Several important classes of 
influences are identified. 

First, the performance of a group is highly sensitive to the economic 
opportunities of the metropolitan region in which it lives. Being un- 
evenly distributed among metropolitan regions, ethnic groups face sig- 
nificantly different opportunities. 

Second, more highly educated groups tend to have higher occupational 
status, earn more money, and suffer less unemployment than the less edu- 
cated group. 

Third, the relative size of an ethnic group has complex effects on its 
economic performance. Larger groups support more businessmen but 
fewer professionals. While group size exerts no major direct effect on 
income and labor force variables, it indirectly influences occupational 
status, income, and employment by its effect on entrepreneurship. 

The regression analysis suggests two policies for raising the economic 
status of ethnic groups: 1) the encouragement of migration to areas with 
better opportunities; and 2) the improvement of educational levels. The 
leverage of these rather conventional policies is quite limited, however. 
Holding the influences of opportunity and education constant, there are 
large residual differences in economic performance among groups. Be- 
cause of preferences or discrimination, some groups have lower socio-eco- 
nomic status than expected. The impact of preferences is suggested by 
ethnic differences in labor force participation, educational attainment, 
marital status, and fertility. If subcultural preferences were a major ob- 
stacle to raising the socio-economic status of a group, somewhat less con- 
ventional policies would be required. 
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Federal Aid to the States: 
An Analytical Examination 
of the Alternatives* 


By Murray L. WEDENBAUM 


I 
The Basic Issues 

NUMEROUS SUGGESTIONS HAVE BEEN MADE for increasing Federal Gov- 
ernment assistance to the states in different ways in dealing with pressing 
domestic welfare and developmental programs. At the same time, many 
drawbacks and disadvantages of each of these alternatives have been 
identified, with the result that no single approach has obtained general 
support. The purpose of this study is to contribute to breaking the dead- 
lock by arraying and objectively comparing the various alternative 
approaches to what might be described as a revised fiscal federalism. 

Hence, this study of the policy mix of federal aid to state and local 
governments attempts to achieve two objectives: (1) to examine the 
case for increased federal financial assistance to state governments and 
their subdivisions; and (2) to analyze as objectively as possible the major 
alternative ways of distributing the aid. 

The size and composition of federal aid in the coming years will be 
strongly influenced by two interrelated factors: (1) the public policies 
adopted to utilize the resources made available by a post-Vietnam military 
cutback; and (2) the growing public awareness of the “fiscal mismatch” 
between federal financial resources and state and local governmental pro- 
gram responsibilities. 

These two factors are closely related because federal programs designed 
to reduce the fiscal mismatch also represent possible alternative ways of 
offsetting the deflationary impacts of a reduction in military spending. 

Nature of a Likely Post-Vietnam Environment. At this point in time 
it is extremely difficult to speculate as to the precise nature of a cutback 
in United States defense spending following peace in Vietnam. If the 
general dimensions correspond to the Korean experience, it would be ex- 
pected that spending would decline substantially after the cessation of 
hostilities but not down to the level prior to the conflict. As Vietnam 
outlays are now running at over $20 billion a year, a reduction of about 
$15 billion in United States military demand might be anticipated during 


"This is a revised version of a study prepared for the Joint Economic Committee, 
United States Congress. 
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the twelve-to-twenty-four-month period following the cessation of hos- 
tilities. The new level of military spending would still be in excess of 
$50 billion a year and continue to require a substantial industrial base to 
support it. 

The replacement of the $15 billion of military demand would represent 
the basic task of post-Vietnam economic adjustment. The major alterna- 
tives that can and are being considered in the Federal Government's cur- 
rent exploratory planning were listed in the January 1967 Economic Re- 
port of the President.* The general types of actions are (1) tax reduction, 
(2) adjustment of monetary and financial policies, (3) expansion of gov- 
ernment spending programs, and (4) federal financial support to state 
and local governments. 

The specific and essentially short-term question of the economic ad- 
justments to the cessation of hostilities in Vietnam also involves many 
longer-run and perhaps more fundamental considerations of social, politi- 
cal, and economic policy, of which aid to state and local governments is 
just a part. For example, there are various methods of reducing taxes 
and thereby pumping additional purchasing power into the economy. 
Prior to the Vietnam buildup public discussion of focusing the next round 
of tax adjustments on the lower-income brackets had ensued. Such action 
would be more than a short-term policy to offset the deflationary impact 
of the military cutback. It could also have an important influence on in- 
come redistribution. And it would constitute a decision to emphasize 
consumption at the expense of investment insofar as the lower-income 
groups spend an above-average share of their income for current con- 
sumption items and save proportionately less. 

Important policy choices will be made both within as well as between 
the major categories of post-Vietnam economic adjustment actions. The 
choice between tax reduction and government expenditure increase is not 
likely to be an either/or one, but some combination of the two. Hence 
the public sector is not likely to contract by the full amount of the military 
cutback (which would be the result of complete reliance on tax reduction), 
but some tendency in that direction would result from most of the likely 
combinations of tax reduction and government-spending increases. 

Limiting the short-term post-Vietnam adjustment efforts either to ex- 
pansion in direct federal operations or to general tax reductions would 
lessen the ability of the Federal Government to embark on the block 
grant or similar long-term efforts which have been proposed to aid state 


1 Econontic Report of the President, January 1967, p. 24. 
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and local governments in their fiscal problems. However, the availability 
of such “discretionary” revenues of the Federal Government may become 
a long-term phenomenon. 

The Fiscal Mismatch. For a considerable period of time students of 
public finance have been impressed by the tendency of Federal Government 
revenues from existing tax rates (during a cold war period) to rise faster 
than the Gross National Product or even than the expenditure require- 
ments for existing programs.” This situation comes about essentially þe- 
cause of two factors. 

The first factor is the primary reliance by the Federal Government on 
an income tax with a generally progressive rate structure. As a result, 
federal revenues tend to increase along with the nation’s economic growth, 
but at a more rapid rate.3 ‘The second factor is the dominance of federal 
spending by military programs. Hence, during periods of peacetime or 
even cold war, when defense spending is relatively stable, total expenditures 
for existing Federal Government programs do not tend to rise as fast as 
the yield of the progressive tax structure (even though individual civilian 
programs may be growing at a rapid rate). ‘Table 1 contains an estimate 
of the magnitude of the “potential” excess of revenues from existing rates 
Over expenditure requirements of currently authorized programs. 

Most examinations of state and local government budgets reveal a re- 
lationship between revenues and expenditures which is fundamentally 
different than the federal one. The bulk of state and local revenues is 
obtained from regressive or proportional taxes (primarily on property 
and retail sales) which are generally estimated to yield revenue increases 
at rates equal to or less than the growth in GNP.* 

In contrast, the requirements for existing state and local expenditure 
programs, notably education and welfare, tend to rise more rapidly than 
either the revenues from existing tax rates or the GNP.5 For example, 


2 Cf. Gerhard Colm and Manual Helzner, "Financial Needs and Resources over the 
Next Decade: At all Levels of Government,” in National Bureau of Economic Research, 
Public Finances: Needs, Sources, and Utilization (Princeton, N.J.: Princeton University 
Press, 1961), pp. 3—21. 

3 Cf, Otto Eckstein, Trends in Public Expenditures in the Next Decade (New York: 
Committee for Economic Development, 1959), p. 46. 

4A comprehensive tabulation of the elasticities of major categories of state general 
revenue is contained in Advisory Commission on Tatergovernments! Relations, Federsl- 
State Coordivation of Persona! lacome Texer, Octahe-, 1965, p. 42. 

5 Cf. Joseph A. Pechman, “Financing State and Local Government,” in American 
Bankers Association, Proceedings of a Symposium on Federal Taxation, New York, 1965, 
p. 76; Selma J. Mushkin and Robert F. Adams, “Emerging Patterns of Federalism,” 
National Tax Journal, September, 1966, pp. 236-40. 
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the Advisory Commission on Intergovernmental Relations has pointed 
out that in recent years state and local spending has been rising at the rate 
of 8-9 per cent a year, strikingly faster than the growth in the GNP. The 
Commission believes that the recent rate of increase in expenditures of 
state and local governments can be expected to persist, at least for some 
years, because the forces that produced it continue to be operative and 
additional ones are developing.® 

Hence the fiscal outlook for state and local governments tends to be one 
of “potential” deficitt—on the basis of existing tax rates and expenditure 
programs. In practice, of course, the actual federal surpluses are “used 


Table 1 


PROJECTIONS OF THE GROSS NATIONAL PRODUCT AND 
THE FEDERAL BUDGET 


(fiscal years; in billions of dollars) 


1975 
Category 1955 1965 Projected 

GNP (projected at 334% real l 
annual growth rate) 378.6 648.7 990.3 
Federal Revenues 

(projected at present rate structure) 67.8 119.7 207.7 
Revenues as per cent of GNP 17.9 18.5 20.5 
Federal Expenditures 

(projected for current programs and cold war) 70.5 122.4 172.0 
Expenditures as per cent of GNP 18.6 18.9 17.4 


Source: M. L. Weidenbaum, Prospects for Reallocating Public Resources (Washington: 
American Enterprise Institute for Public Policy Research, 1967). 
up” and the actual state and local deficits are narrowed. 

Under these conditions the Federal Government is continually expand- 
ing civilian programs, adding new ones, and occasionally reducing tax 
rates, as the revenue growth permits. Hence the projected “ex ante” 
gap between federal revenues computed on the basis of existing tax laws 
and federal expenditures estimated on the basis of continuation of cur- 
rent programs mainly signifies the amount of discretion that may be exer- 
cised by policy makers in the future. On an “ex post” basis, past ex- 
perience indicates that it is most unlikely that an entire decade will go by 
without important changes in either tax legislation or governmental pro- 


gram authorizations. 
r. 


6 Advisory Commission on Intergovernmental Relations, op. cit., p. 3. 
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Moreover recent economic analysis has pointed out the adverse effects 
of a large potential surplus in the government budget under certain con- 
ditions. Such potential net inflow to the Federal Government may be self- 
defeating if it exercises a depressive influence on the level of economic 
activity, thus reducing governmental revenues from their potential, and 
preventing the realization of a large actual budget surplus.” 

The actual responses of state and local governments to their potential 
deficit positions customarily take a variety of forms. They are almost 
continually raising tax rates, utilizing new tax sources, raising property 
assessment ratios, deferring desirable programs, and taking similar actions 
to stay within the limits of their income and of their authorized debt struc- 
tures. 

Each of the existing sources of funds will continue to be utilized to the 
extent that they can be, but some of them have severe restrictions. Further 
increases in debt are often limited or prevented by constitutional debt 
ceilings and similar legal restraints. The imposition of new taxes and 
raising the rates on existing sources appear to encounter increasing voter 
resistance and to accentuate problems of interstate competition. 

It seems clear that federal aid in the form of specific grants-in-aid to 
states or their subdivisions will continue to expand. However, it is un- 
likely that existing federal grant programs will increase sufficiently to 
enable state and local governments to bridge the gap between revenues 
from existing taxes and the rising expenditure requirements of established 
functions. 

Hence one basic assumption underlies the subsequent analysis: the na- 
tion will begin to solve its long-term governmental budget problems if it 
links its actions on the potential federal surpluses with the anticipated 
deficits in state and local budgets. l 

In the absence of a national decision to embark upon a major new 
effort of federal aid to the states in the post-Vietnam period, there may be 
considerable possibility of not obtaining anything close to an optimum 
allocation of public resources in the United States. ‘The possibility cer- 
tainly exists that the nation may use up potential increases in national 
revenues for “worthwhile” but relatively lower priority federal programs, 
while state and local governments are forced either to defer relatively more 
worthwhile projects for lack of funds or to increase taxes which have 
adverse effects on economic stability and growth or on distributional 


T Cf. Michael Levy, Fiscal Policy, Cycles and Growth (New York: National Indus- 
trial Conference Board, 1963), 141 pp. 
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equity. Hence simply reacting to specific program demands, as the 
savings from peace in Vietnam are realized, may result in losing an im- 
portant opportunity for reallocating public resources; a deliberate decision 
to use federal funds to strengthen state and local governments may succeed 
in raising the aggregate level of public services or avoiding or reducing 
the need to expand the overall level of taxation. 


un 
Federal Aid to the States 

THE GENERAL CONCEPT of distributing available federal funds to the 
states goes back to early American history. In his second inaugural 
address, President Thomas Jefferson suggested a general program of 
federal aid to the states, to be used for such purposes as “rivers, canals, 
roads, arts, manufactures, education and other great objects within each 
state.’’ 

Because of constitutional objections, President James Madison vetoed 
legislation which would have distributed to the states the dividends on 
the federal subscription to the second national bank. Finally in 1837 
the Congress did vote to distribute surplus funds on an approximately per 
capita basis. The $37 million so allocated was more than double the 
annual federal budget in those days. Some states used the 1837 distribu- 
tion to capitalize the state banks. Others devoted the money to local debt 
repayment or public works construction. Apparently the greater part was 
devoted to education.® Considerable interest in distribution of federal 
funds to the states arose again in the 1880s but did not result in any con- 
gressional action. 

“Tied” or program grants to the states date back to the original land 
grants for higher education in Ohio in 1803.1° In more recent years, ™ 
highways and welfare, along with education, have come to represent the 
bulk of federal grants-in-aid. 

Numerous other proposals have been made for federal aid to the states. 


8 For historical details, see Edward G. Bourne, The History of the Surplus Revenue 
of 1837 (New York: G. P, Putnam’s Sons, 1885). 

® Chester W, Wright, Economic History of the United States, 2d ed. (New York: 
McGraw-Hill, 1949), pp. 401-402; Bray Hammond, Banks and Politics in America, From 
the Revolution to the Civil War (Princeton, N.J.: Princeton University Press, 1957), 
p. 451. 

10 Paul B, Trescott, “Federal-State Financial Relations, 1790-1860,” Journal of Eco- 
nomic History, September, 1955, p. 236. 

11 “Federal Aid to State and Local Governments,” Special Analyses, Budget of the 
United States, Fiscal Year 1967 (Washington: U. S. Government Printing Office, 1966), 
p. 137. 
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The Eisenhower Administration attempted to shift a few federal tax 
sources to state governments. ‘That proposal was not adopted, in part, 
because it was linked with a shift of some program expenditures to the 
states. The proposal offered the enticement that the revenues to be shifted 
were to exceed the expenditures shifted. 

More recently the Heller-Pechman plant? for relatively unrestricted 
block grants to the states has received considerable public attention and 
numerous variations have been introduced in the Congress. The Advisory 
Commission on Intergovernmental Relations has recommended a credit 
toward the federal personal income tax be given for a portion of state and 
local income taxes paid. 

Other “tax sharing” proposals have been made.1® Some would give 
each state a fixed percentage of the federal taxes collected within its 
borders. Others would be more indirect. For example, it is reasoned 
that reductions in federal tax rates would enable state and local govern- 
ments to raise their taxes without increasing the aggregate tax burden of 
the average taxpayer. Others would lighten the burdens on state and 
local governments by greater federal assumption of civilian public sector 
programs. í 

A great deal of descriptive and interpretive material has been de- 
veloped about these plans and their public policy implications. This 
study attempts, rather, to set up some relatively objective and measurable 
criteria for comparison and then proceeds to evaluate the extent to which 
the various alternatives meet the criteria. 


Ii 
Alternative Methods of Federal Aid 
THE ALTERNATIVES EXAMINED are (1) shared revenues, (2) tax credits, 
(3) direct federal operations, (4) program grants, (5) straight block 
grants, and (6) block grants with an equalization feature. 

The criteria for evaluation are (1) income distribution: the extent to 
which funds are distributed in favor of the low-income states and regions 
of the United States, (2) resource allocation: the effect on allocation of 
government funds among programs and levels of government, and (3) 


12 Pechman, of. cil, pp. 80—84; Walter W. Heller, New Dimensions of Political 
Economy (New York: W. W. Norton & Co., 1967), pp. 139--55. 

13 Maureen McBreen, Federal Tax Sharing: Historical Development and Arguments 
for and Against Recent Proposals (Washington, D. C.: Library of Congress, Legislative 
Reference Service, January 30, 1967), 42 pp. 
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stabilization: the influence on stability of economic activity in the United 
States.14 

Tax Sharing. A fixed portion of federal personal income tax revenues 
would be distributed to the states on the basis of the state in which the 
taxes were paid. The state governments would be left free to determine 
the uses to which they wish to put the funds they receive. To some ex- 
tent, tax sharing would give the states a vested interest in the current high 
rates of federal income taxation. 

The Federal Government historically has shared with the states revenues 
from certain relatively small tax sources. These include sharing internal 
revenue collections with the Virgin Islands, sharing customs receipts with 
Puerto Rico and the Virgin Islands, and sharing a variety of national 
resource-type receipts with the states in which these resources (land, wild- 
life, power) are located. 

Tax Credits. The federal tax structure currently provides credits for 
two types of state taxes: a limited credit for state death taxes against 
federal estate tax liabilities, and a 90 per cent credit against federal pay- 
roll levies for similar payments into state unemployment compensation 
systems. 

A tax credit, such as the 40 per cent income tax credit recommended 
by the Advisory Commission on Intergovernmental Relations,!® differs 
from tax sharing substantially. The collection and administration of the 
state income tax is left in the hands of the state governments. Hence 
they would only benefit to the extent that the federal credit enables them 
to institute or raise income taxes above the levels otherwise politically 
acceptable. 

Expansion of Programs Carried on at the Federal Level, Potential in- 
creases in federal revenue, over and above those required for financing 
continuing programs, could be assigned to new or expanded domestic 
civilian operations which the Federal Government would carry on in each 
of the fifty states. Examples of such new programs of an interstate charac- 
ter could include the construction and operation of mass transportation 
or environmental control facilities. 

This approach would result in the largest amount of direct federal inter- 


14 These criteria are very roughly modeled after the three branches of the fiscal 
department of what has come to be Richard Musgrave’s not so imaginary State. Richard 
A. Musgrave, The Theory of Public Finance (New York: McGraw-Hill, 1959), pp. 3—27. 

15 “Federal Aid to State and Local Governments,” Special Analyses, Budget of the 
United States, Fiscal Year 1967 (Washington: U. S. Government Printing Office, 1966), 

. 138-43. 
me 16 Advisory Commission on Intergovernmental Relations, op. cit., pp. 18-19. 
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vention in the economy of any of the policy alternatives examined here, 
since there would be no state or local government participation. To some 
extent there would be state and local benefits, since facilities would be pro- 
vided which otherwise might not be available or would have to be financed 
locally. 

Federal Grants Limited to Specific Program Areas. The Federal Gov- 
ernment could increase the volume and number of conditional or program 
grants to state and local governments. This type of federal aid is limited 
to specific functions, such as hospital construction and interstate road 
building, where the federal agency administering the program sets de- 
tailed standards for the approval of individual state and local projects. 

This alternative would avoid direct federal operation of the public 
activities to be financed. However, it would increase further the impact 
of federal decision-making on state and local policies and practices. A 
number of studies have shown that federal grants influence the allocation 
of the recipients’ own funds.?”7 This, of course, is hardly surprising. A 
fifty-fifty grant for public school construction, for example, would reduce 
the local price of a $2 million building to $1 million. Assuming some 
elasticity of demand in response to such a price reduction, the result is 
almost inevitable. 

Most federal grants are awarded directly to state government. How- 
ever, significant precedents exist for the national government by-passing 
the states and dealing directly with localities. Examples of such grant 
programs include housing and urban renewal, federal aid to airports, and 
aid to mass transportation systems. In the aggregate, $9.9 billion of fed- 
eral aid payments were made to the states in the fiscal year 1965, and $1.2 
billion directly to local units. 

Straight Block Grants. Block grants have been widely utilized in other 
nations, notably Great Britain and Canada. The basic concept of block 
grants is one under which the federal aid to the states would be com- 
pletely unconditional. The most straightforward method of distribution 
would be on a straight per capita basis. One approach is to set up a perma- 
nent trust fund to distribute a fixed portion of the federal income tax base 
among the states each year regardless of the level of program grants or 
the state of the federal budget. 

Some observers maintain that, unlike the other suggested forms of fed- 


17 Governmental Affairs Institute, Jm pact of Federal Grants-in-Aid on South Carolina, 
A Report to the Commission on Intergovernmental Relations, Washington, 1954, p. 1—4; 
McKinsey & Company, The Impact of Federal Grants-in-Aid in the State of Washington, 
San Francisco, 1954, p. 1-3, 
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eral aid, block grants would go to the root of the fiscal dilemma plaguing 
state and local governments. This method would provide a revenue 
source that would grow rapidly as the national economy expands and 
incomes rise. It would help free states from the compulsion to look over 
their shoulders at what adjacent states are doing to attract industry before 
undertaking their own spending programs. Also long-term planning by 
states and localities would be facilitated since the regular flow of funds 
would eliminate the uncertainties which are characteristic of the annual 
appropriations process. A major criticism, however, is that block grants 
would divorce the responsibility for collecting taxes from decisions on 
their use. 

Block Grants with Equalization. Most of the block-grant bills intro- 
duced in the Congress contain an equalization feature. The bill that has 
received perhaps the most attention was introduced by Senator Jacob K. 
Javits and co-sponsored by Senators Hartke, Scott, and Mundt.18 It pro- 
vides for establishing a trust fund in which an amount equal to 1 per cent 
of total taxable personal income would be deposited into the Treasury 
each year. Under present conditions this would amount to $2.5 billion 
to $3 billion a year and would increase as the tax base expands. In effect 
a major portion of the growth in federal revenues would be disbursed to 
the states; the absolute amount of revenue available for direct federal 
operations would continue to grow, but at a slower rate than otherwise. 
The Javits Plan is somewhat mote restrictive than the original block-grant 
concept, however, as the funds could only be used in the broad categories 
of health, education, and welfare. 

Payments from the trust fund would be made under the following for- 
mula. (1) Eighty per cent would be distributed on the basis of popula- 
tion. This amount would be increased or decreased depending on the 
state’s own tax effort, which would be measured by the ratio of the total 
revenues derived by the state to total personal income of the state’s resi- 
dents, as compared with the national average. (2) Twenty per cent of 
the fund would be paid each fiscal year to the thirteen states with the low- 
est per capita income. This would be distributed according to the popu- 
lation of the states involved. 

The states, in turn, would be required to distribute an “equitable” por- 
tion of their allotments to local governments, which must be at least the 
average of the distribution of their own revenues to local governments 
over the previous five years. 


18 Congressional Record, October 11, 1965, pp. 25616—17. 
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IV 
Comparisons Among the Alternatives 
Effect on Income Distribution, A major theme underlying many of the 
proposals for federal aid to state and local governments is the desirability 
of reducing the inequality of incomes among the various states and regions 
of the United States. This would particularly enable the poorer areas to 
support a higher level of public services, more nearly approximating that 
of the nation as a whole. The externalities often accompanying state and 
local government activities—-benefits enjoyed by those outside the taxing 
jurisdiction—are cited as a crucial reason for enabling the poorer states to 


Table 2 
STATE SHARES OF FEDERAL AID ALTERNATIVES 


Direct® Existing Per Capita Block 


State Tax Taxe Federal Program Block Grants with 
Grouping Sharing Credits Programs Grants Grants Equalization 
(per cent) 

17 states with highest 

per capita income 65.8 61.1 57.2 46.5 49.6 39.0 

17 middle income states 19,9 23.2 23.2 24.7 25.2 20.2 

17 states with lowest 

per capita incomes 14.4 15.7 19.3 28.8 25.0 40.6 
Total 100.0 100.0 106.0 109.0 100.0 100.0 


4 Based on a credit for state income taxes equal to 7% of federal individual income 
tax liability. 

b Measured by the state-by-state distribution of federal civilian wages and salaries. 
Note: Detail may not add to totals shown due to rounding. 

Sources: James A. Maxwell, Tax Credits and Inter-Governmental Fiscal Relations (Wash- 
ington: Brookings Institution, 1962); U.S. Departments of Commerce, Health, Education, 
and Welfare, and Treasury; Congressional Record, October 11, 1965, p. 25608. 

provide a higher level of services than they could finance from their own 
resources.1® Such externalities arise, for example, when persons reared 
and educated in one region move to and produce income in another. 

Table 2 contains a summary analysis of the state shares of the six alter- 
native aid proposals considered in this study. It is apparent that block 
grants with equalization would channel far more funds into the low-income 
areas than any of the other alternatives. It is also interesting to note that 
existing federal program grants to state and local government are more 
income equalizing (in a geographic sense) than would be block grants 


19 George Break, Intergovernmental Fiscal Relations in the United States (Washington: 
Brookings Institution, 1967), pp. 62-76. 
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distributed on a simple per capita basis. It also can be seen that direct 
federal programs, as measured by the wages and salaries of civilian govern- 
ment employees, do not particularly favor low-income areas. As would 
be expected, tax credits and tax sharing provide the smallest amounts to 
low-income states. 

This same rank order holds when the shares of the high-income states 
are examined. They would receive the largest amounts under the tax- 
sharing method, followed closely by tax credits and then by direct federal 
programs. ‘These states would obtain more funds from straight block 
grants than from the “status quo,” as represented by their current shares 
of program grants-in-aid. These high-income states, of course, would 
receive the smallest proportions of a block-grant program with a strong 
equalization feature. 

Effect on Major Program Areas, It is the very nature of the block-grant, 
tax-credit, and tax-sharing approaches that predictions cannot be made in 
advance as to how the funds will be distributed among the various pro- 
gram or functional areas. However, an exploratory effort is made here 
at just such a projection. It is based on one major assumption: that the 
states will follow the same pattern in distributing the federal funds among 
the various program areas that they followed over the past decade in allo- 
cating revenue increases from their own sources. 

That is, if a state’s expenditures from its own revenues increased $2 
million between 1955 and 1965, and its expenditures from its own funds 
on education rose $1 million, it is assumed that the state has a tendency 
or propensity to allocate 50 per cent of new revenues to education. Pre- 
cisely such “marginal propensities” were computed for each state for each 
of the major functional areas of state government expenditure.?° 

The crudeness of this effort is apparent when it is realized that the allo- 
cations among programs during the decade 1955-65 were strongly influ- 
enced by the matching provisions of various federal grant programs which 
specified the minimum amounts that each state had to devote to a program 
from its own funds in order to receive the federal funds. Also there may 
have been considerable state effort to “catch up” in certain program areas, 
such as education, which would result in different ‘‘marginal propensities” 
in the coming decade. 

Nevertheless, it is hoped that this analysis helps to convey the point 


20 This methodology is based with modifications upon James L. Plummer, “Federal- 
State Revenue Sharing,” Southern Economic Journal, July, 1966, pp. 122-24. The mar- 
ginal propensities estimated here exclude expenditures from federal grants-in-aid. 
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that the selection of tax sharing or block grants or any of the other federal 
aid alternatives may contain an implicit choice in emphasis in favor of 
education or health or highways or welfare, etc., because of the different 
state propensities to allocate funds among the various functions and the 
variation in individual state shares among the various alternatives. Table 
3 contains the highlights of this analysis. 


Table 3 
HYPOTHETICAL UTILIZATION OF FEDERAL AID FUNDS 


Based on State Allocations of Their Own Funds, 1955-65 
(percentage distributions) 
Federal Aid Alternative 


Program Tax Tax Per Capita Block Grants 
Area Sharing Credits Block Grants with Equalization 
Education 53.1 51.8 52.1 $2.5 
Public Welfare 7.3 7.3 6.7 6.1 
Highways 8.9 10.0 11.1 12.1 
Health and Hospitals 8.9 8.8 8.5 8.1 
Natural Resources 3.1 3.4 3.4 3.5 
All Other 18.7 18.7 18.2 17.8 
Total 100.0 100.0 100.0 100.0 


Note: Detail may not add to totals shown due to rounding. 
Source: Bureau of the Census, Compendium of State Government Finances, 1955, 1962, 
and 1965. 


It can be seen that, under each of the four alternatives examined here, 
the states would allocate the bulk of their funds to education (between 52 
and 53 per cent). However, significant differences are noticeable in the 
case of other program areas. Given the assumptions made in this analysis, 
tax sharing and tax credits would result in larger shares of the funds going 
to “people-oriented” areas, such as welfare and health, than the block- 
grant proposals (16 per cent versus 14-15 per cent), and less to the physi- 
cal capital areas, such as highways and natural resources (12—13 per cent 
versus 14-16 per cent). To some extent the investments in “human” 
capital may be more oriented to lower-income classes than the highway 
and resource programs. Hence the income-equalizing characteristics—in 
a geographic sense—of the block-grant approaches may be offset in part 
by the reverse tendency in an income-class sense. 

Effect on Local Governments. One of the major questions concerning 
the distribution of federal funds without strings—via the tax-sharing, tax- 
credit, and block-grant approaches—is the extent to which the states will 
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“pass through” some of the funds to local government units. The con- 
cern on the part of the cities, which traditionally believe that they receive 
less than “fair” shares from the state legislatures, is evidenced by pro- 
posals that they have made for block grants directly from the Federal Gov- 
ernment, which would completely by-pass the states. 

Some of the revenue-sharing bills introduced in the Congress do have a 
“pass through” provision. Most of these would penalize states that give 
local governments a smaller share of the federal funds than they receive 
of state money. Although some observers contend that this would merely 
maintain past and current inequities, the supporters of block grants count 
heavily on reapportionment for redressing the balance.” 

An analysis of the extent to which states share funds with their local 
governments was performed similar to that for major program areas, on 
the assumption that the states would share the new federal funds with their 
subdivisions in the same proportions that they shared their own funds 


Table 4 
STABILIZING EFFECTIVENESS OF FEDERAL AID ALTERNATIVES 
Rank Federal Aid Alternative 
1 Direct Federal Programs 
2 Program Grants 
Block Grants 
aad oer Grants with Equalization 
Tax Credits 
5-6 re Sharing 


during 1955-65. No significant differences emerged among the various 
federal aid plans. The states as a whole are estimated to share between 
45 and 47.5 per cent of the funds with local subdivisions. 

These calculations do not take account of any mandatory “pass through” 
provisions which may be contained in legislation enacting any of the aid 
alternatives. Hence the figures merely illuminate the large extent to 
which the states have in the past shared funds with their local governments. 
Differences in the marginal “sharing” propensity were substantial among 
the various states. 

Effect on Economic Stability. Little if any attention has been given to 
the relationship of the alternative aid proposals to economic stability. 
Nevertheless, significant differences emerge from even the crudest analysis. 
Table 4 contains a ranking of the six alternatives, without any numerical 
values. Some explanation may be helpful. 

21 Heller, op. cit., pp. 159-61. 
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The major empirical study of the stabilizing effectiveness of federal 
government programs was made by the staff of the Bureau of the Budget 
in the middle 1950s.2, The study showed the variety of expenditure pro- 
grams that would increase with declines in the Gross National Product 
(and presumably vice versa). For example, unemployment insurance, 
old-age and survivors’ insurance, and related trust-fund payments would 
be expected to increase because of the greater number of persons who 
would become eligible and who would apply for benefits under existing 
laws. 

More veterans would be expected to apply for education benefits or to 
qualify for compensation and pensions, which are determined in part by 
their income. It was estimated that total veterans’ expenditures in 1955 
would rise from $5.1 billion to $6.0 billion, a 17.6 per cent increase, under 
the recessionary conditions postulated in the study. Also, the rising 
benefit levels would increase the workload of and demand for govern- 
mental administrative employees. 

The findings on the stabilizing effectiveness of grants-in-aid were less 
clear. It was assumed that a relatively small ($100 million) increase 
would occur in public assistance grants as recessionary conditions increased 
the number of persons becoming eligible for the payments. Perhaps less 
certain was the belief that, to a small degree, some federal grants to states 
would be reduced as the objectives could be achieved at lower cost on 
account of the price declines accompanying the recessionary conditions.?* 

An earlier analysis by James Maxwell seems to be generally consistent 
with the Budget Bureau study. He concluded that public-assistance grants 
demonstrate “only slight built-in flexibility.” He reasoned that in pros- 
perity a modest decline in number of recipients would be offset by larger 
average payments attributable to a rise in living costs during periods of 
prosperity. However, Maxwell stated that one may not safely conclude 
that the average public-assistance payment is sensitive to a decline in 
prices during depression. “The historical trend toward higher welfare 
standards and the belief that subsistence payments should be maintained 
will operate against it.”24 

On the basis of the foregoing, Table 4 has been prepared on the assump- 
tion that direct federal operations do tend to be anti-cyclical, that is, that 


22 Samuel M. Cohn, “The Stabilizing Effectiveness of Budget Flexibility: Comment,” 
in National Bureau of Economic Research, Policies to Combat Depression (Prinecton, 
N.J.: Princeton University Press, 1956), pp. 90-100. 

23 Ibid., p. 98. 

24 James A. Maxwell, Federal Grants and the Business Cycle (New York: National 
Bureau of Economic Research, 1952), p. 38. 
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such federal expenditures rise with declines in GNP, and that federal pro- 
gram grants are also, on balance, anti-cyclical, but not so markedly. 

The differences in cyclical effects of block grants, tax credits, and tax 
sharing primarily arise from the different bases on which the amount of 
federal funds to be disbursed would be determined. The block-grant 
proposals generally have provided for allocating a percentage of personal 
taxable income to the states, while tax sharing provides for allocating a 
portion of personal income tax collections. Tax credits, of course, would 
provide a more indirect benefit to the states. 

The various studies that have been made of the income elasticity of the 
federal individual income tax conclude that it is substantially in excess of 
unity. Pechman estimated the elasticity at 1.6 per cent between the fall 
of 1951 and the end of 1953.75 Eckstein used an estimate of 1.4 per cent 
for his projections.2* Of course, these ratios underscore the stabilizing 
effectiveness of the federal tax structure. However, a distribution of state 
aid funds keyed to fluctuations in federal tax collections, which is the 
essence of the tax-sharing proposal, would itself be destabilizing insofar 
as the funds available for distribution to the states would decline during 
recessionary conditions and rise rapidly during inflationary periods, 

The studies of the variability of the tax base indicate greater stability, 
as would be expected for a progressive tax structure.??_ Hence it would be 
expected that block grants—tied to the tax base—would be somewhat de- 
stabilizing, but not as much as tax-sharing payments which are based 
directly on federal revenue collections. 

Although the cardinal (numerical) relations are subject to more con- 
jecture, the ordinal or ranking relationships seem clear: existing federal 
programs—both direct and grants-in-aid—on balance tend to demonstrate 
mild anticyclical characteristics. Block grants, either with or without 
equalization provisions, tend to contain mild destabilizing (pro-cyclical) 
features. Tax sharing and indirectly tax credits tend to show up poorest 
in terms of effect on economic stability (see Table 4). 


25 Joseph A. Pechman, “Yield of an Individual Income Tax During a Recession,” in 
National Bureau of Economic Research, Policies to Combat Depression (Princeton, N.J.: 
Princeton University Press, 1956), p. 124. 

26 Eckstein, op. cif, p. 46. 

27 Heller prefers the tax base rather than the tax yield as the basis for block grants 
because “taxable income is somewhat more stable than revenues.” Heller, op. cit, p. 146. 
The ratio of the change in taxable income to the change in adjusted gross income on 
federal personal income tax returns was estimated to vary between .59 and .62 during 
the period 1949-53. Leo Cohen, “An Empirical Measurement of the Built-In Flexibility 
of the Individual Income Tax,” American Economic Review, May, 1959, p. 535. 
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Vv 
Summary and Conclusion 

AS MIGHT BE EXPECTED, the foregoing analysis does not come up with a 
clear-cut answer as to which single federal aid approach is most desirable. 
Block grants with an equalization feature yield the greatest amount of 
income redistribution in favor of the low-income areas. However, tax 
credits and tax sharing, on the basis of the recent allocation patterns of 
state budgets, might tend to result in larger expenditures for welfare, 
health, and similar investments in human capital with an especial emphasis 
on the groups at the lowest end of the income class distribution. Yet, in 
terms of a stabilization objective, all of these proposals tend to show 
mildly destabilizing characteristics. In contrast, the existing programs, 
both direct federal operations and program grants, seem to possess de- 
sirable anti-cyclical tendencies which would assist economic stabilization 
efforts. 

Perhaps this analysis just provides a more objective basis for the essen- 
tially subjective and political task of decision-making. That is, if equaliza- 
tion of fiscal resources is the primary objective—a sort of Fiscal Federalism 
variation of the war on poverty—block grants with a strong equalization 
feature show up best. 

If the concern, rather, is with emphasizing investments in human re- 
sources, tax sharing and program grant mechanisms both would rate 
highest. However, if the constraint is introduced that the new aid plan 
should have few if any controls over the state allocation of the funds, 
than the tax-sharing approach would seem to be superior. 

Hence the choice among the various alternative means of channeling 
federal aid to the states primarily becomes a matter not of examining the 
intrinsic merits of each alternative but rather of determining the relative 
emphasis to be placed on such basic objectives as income distribution, re- 
source allocation, and economic stabilization. 

It may be that almost any of the alternative ways of strengthening state 
and local governments would be an acceptable “second best” solution. 
That is they might be superior, in terms of the overall needs of the federal 
system, to merely devoting funds to new direct federa] programs or, worse 
still, to obsolescent programs firmly imbedded in the federal budget. 


Washington University 
St. Louis, Missouri 
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Strengthen the Presidency 


THE TIME HAS COME to strengthen the Presidency by giving to the Chief 
Executive both the political and technical staff and the formalized pro- 
cedures needed to enable him to discharge his inescapable responsibilities 
connected with the central planning functions of our national government 
and its management. 

Taking our cue from the development of the staff of the Presidency 
over the past thirty years and from the parallel recent evolution of large 
corporate enterprises, we suggest the following steps: 

1. Establish in the White House a new post of Special Assistant (or 
Special Counsellor) to the President for Plans and Priorities; 

2. Set up by statute, in the Executive Office of the President, an Office 

for Appraisal of National Goals and Programs; 

Form a standing Citizens’ Committee on National Goals and Prior- 

ities with members drawn nationwide from business, labor, agriculture, 

rural and urban interests; and professional and research organizations; 

4, Give to a single congressional committee—presumably the Joint Eco- 
nomic Committee—the dual task of examining the definition of na- 
tional goals used in the formulation of government programs and the 
contribution of those programs to the achievement of national goals. 

The new machinery and procedures which we propose are designed to 
improve the decision processes xot by restricting the freedom or powers 
of the President, but, on the contrary, by giving him the modern tools of 
planning management which he does not now have. 

For the Congress, these proposals offer a major improvement in the 
programs and supporting material which would be submitted by the exec- 
utive branch, and thereby would provide a more adequate basis of fact 
and analysis by which Congress may appraise these programs. At this 
time we do not propose the establishment of a new committee in Congress, 
but rather a broadening of the Joint Economic Committee’s role, because 
this committee has already concerned itself with the interrelationship of 
goals, programs, and priorities. 

The gains for the citizen and for “interested” parties, including the 
state and local governments, are highly significant both because of the 
factual and analytic reports which will become available and through the 
establishment of the proposed Citizens’ Committee on National Goals and 
Priorities. [From a statement by 100 committee members. ] 
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From New Towns to Metrotowns 
and Regional Cities, I 


By R. W. ARCHER 


Sweden and Finland 

The planned development of Stockholm since 1950 provides an example 
of the evolution of a variant of the metrotown concept in the form of the 
A.B.C. Towns of Vallingby, Farsta, Hogdalen, and Skarholmen. The 
A.B.C Town concept derives its name from the Swedish words for work 
(arbete), housing (bostader), and central place (centrum), and they are 
the major metropolitan sub-centers of civic and retail services and of em- 
ployment. The center of each town is located on the metropolitan trans- 
port network in a high-density suburb of 25,000 to 30,000 residents and 
in close proximity to a group of suburbs which together form the A.B.C. 
Town and which are surrounded by greenbelt open space. 

Vallingby District was the first A.B.C. Town and was planned in 1951. 
It is located eight miles northwest of the city and comprises the center and 
suburb of Vallingby and three adjacent suburbs which had a total popula- 
tion of 80,000 persons in 1964. Vallingby itself had a population of 25,- 
000 persons and provided employment for 8000 persons in 1964. The 
second A.B.C. Town of Farsta District is six miles southeast of Stockholm. 
Farsta center was started in 1957 and the district had about 60,000 residents 
by 1964. Hogdalen center was also begun in 1957 and Skarholmen in 
1964. 

These districts are still developing into towns and local industry and 
employment are still being built up. 

The planning and most of the development of the four A.B.C. Towns 
has been carried out by the City of Stockholm Council. Large areas of 
land (over 50,000 acres) had been purchased by the Council since 1904 
in anticipation of its eventual use for urban development and 


nearly all the new suburbs are built on municipally owned land—dwellings, 
places of employment and the centers such as Vallingby and Farsta. Three 
quarters of the population outside the city itself live in dwellings built on 
leasehold land, both in detached villas and other small houses, as well as 
in apartment houses which, to a large extent, have been built and managed 
by the municipality’s own housing companies. The City secures an ad- 
vantage by granting leases of land and retaining the ownership; it keeps 
control over the land resources and can, at least, partially, take ie its own 
benefit any increase in land value. . .. The City has also been able to pursue 
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a social housing policy and keep down the costs of housing accommo- 
dation.?4 

The A.B.C. Town concept has been formulated and implemented by the 
Stockholm City Council—but only in its own area of jurisdiction. Much 
of Stockholm’s recent urban development has been outside the council's 
boundaries, and the A.B.C. Towns are only a component of the present 
pattern of the metropolis. 

Finland’s Tapiola Garden City is a new town with 17,000 inhabitants 
on a 600-acre site some six miles from Helsinki. It is of particular interest 
as a new town because of its architectural quality and its mode of develop- 
ment by a private group. 

The development of this garden city owes much to the initiative and 
efforts of one man, Mr. H. von Hertzen. ‘Thus: 

The planning and building of Tapiola began 12 years ago, in 1952, under 
the most extraordinary circumstances. Through the initiative of six large 
social organizations, the Finnish Housing Foundation was founded. It is 
a private, non-profit-making enterprise that, without the support or help 
of the State or local authorities, began to build a complete town in virgin 
country.?? 

Mr. von Hertzen initiated the formation of the Finnish Housing Founda- 
tion in 1951 and has been its president ever since. 

The Foundation purchased the 600-acre site for Tapiola and installed all 
roads and public utility services, including electricity generation and re- 
ticulation works. About 90 per cent of the residents own their own apart- 
ment or house, and after financing the acquisition and development works 
with borrowed funds (“usually at 714 per cent interest’) the Foundation 
recouped these outlays from the sale of sites to the apartment house co- 
operatives and house builders. The apartment house cooperatives are, in 
turn, the shareholders in a number of cooperative “supply companies” 
which operate and manage the public utility services plus a range of com- 
munity facilities because the relevant local authority “was not willing to 
assume the responsibility and cost for these jobs on the whole.” 23 

The town has been developed in the form of a substantial town center 
and three neighborhoods of 5000-6000 residents each, and was substan- 


21 Planning Commission of the City of Stockholm, Stockholm Regional and City 
Planning (Stockholm, 1964), p. 32. 

22 H., von Hertzen, “Planning, Design and Management of Tapiola,” paper presented 
at the Tapiola New Towns Seminar, August, 1965 (duplicated). 

23 H, von Hertzen, “Practical Problems of New Town Development,” paper presented 
at the Tapiola New Towns Seminar, August, 1965 (duplicated). 
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tially completed by 1965. However, the local employment opportunities 
of 2300 jobs was well below the target of 6000 local jobs (equivalent to 
75 per cent of the resident work force) and industry and office activity 
are being further expanded to make up most of the gap. 

The design and architectural quality of Tapiola has received world-wide 
acclaim, and the town as a whole has had an important influence on two 
U.S. new town developers, Messrs. Simon and Rouse, and their new towns, 
Reston and Columbia, respectively, near Washington, D.C. 

To capitalize on the experience gained from Tapiola, Mr. von Hertzen 
has brought forward the “Seven Towns Plan” to accommodate most of the 
future growth of Helsinki. This plan proposes the development of seven 
satellite new towns accommodating 50,000 to 200,000 persons each, all 
within thirty minutes’ travel time to Helsinki. “The Finnish Housing 
Foundation has already acquired land for the first of the seven towns and 
is leading a consortium that is buying land for the second.”** Mr. von 
Hertzen has also proposed the building of three new towns to facilitate 
the development of the three main underdeveloped areas of Finland. 

The Stockholm experience in new town development has demonstrated 
actual application of one form of the metrotown concept as a unit for urban 
growth in a metropolitan context. These towns were planned and largely 
developed by a local government body, both directly and through its own 
cooperative building societies. Private enterprise made a significant con- 
tribution, particularly in the development of the town centers—but usually 
on sites leased from the City Council. The Council used its extensive Jand 
ownership to achieve planned and controlled private development through 
a leasehold system, and to “keep down the costs of housing accommodation” 
in the case of the municipal housing program. 

The Tapiola experience provides an example of the high standards of 
new town development which can be achieved by private initiative using 
the technique of the cooperative society and without any assistance from 
government. It represents a significant advance on the U.S. private-enter- 
prise approach to new town development in that all the land value increases 
(“profits”) are returned to the resident community and the quality of the 
development is guaranteed through the development authority carrying out 
all the development. On the other hand, there is no certainty that the 
necessary talented and dedicated organizers will be available. 


24 F, Gutheim, “Europe Offers New Town Builders Experience,” Public Management, 
Vol. 48, No. 4 (April, 1966), p. 107. 
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Australia 
Suprisingly, Australia offers a moderate diversity of new town develop- 

ment experience over the postwar period. Besides the number of “company 

towns” built for mining and major construction projects, there have been 
four separate and distinct approaches to the development of substantial and 
comprehensive urban communities. These comprise: 

Canberra—being developed by the National Capital Development Com- 
mission for the Commonwealth Government as the national capital and 
seat of government of Australia. 

Elizabeth—being developed by the South Australian Housing Trust as 2 
government housing project and satellite new town for Adelaide. 

Centenary Estates—being developed by a public company (Centenary Es- 
tates Ltd.) as a large satellite district for Brisbane and as a profit-making 
venture, 

Campbelltown—being planned and promoted by the New South Wales 
State Planning Authority as a satellite new town for Sydney, to be de- 
veloped by private enterprise. 

Although Canberra’s development dates back to 1910, when the site 
was acquired, the fact that over 85 per cent of its present population of 
100,000 persons has arrived during the postwar period indicates that it is 
predominantly a postwar new town. Most of its present population (over 
60 per cent) have arrived since 1958 when the Commonwealth Govern- 
ment started to implement its decision to resume the development of Can- 
berra as the national capital and seat of government of Australia by setting 
up the National Capital Development Commission to carry out this develop- 
ment and by commencing a program to transfer the major part of the central 
offices of the Commonwealth Public Service from Melbourne to Canberra. 

The Development Commission was set up as a comprehensive urban 
planning and development authority with adequate funds to carry out all 
the development and building activity normally carried out by state, semi- 
local and local government authorities (such as roads, bridges, water and 
sewerage works, schools and public housing as well as government offices 
and national capital projects). As the freehold of all urban land in Can- 
berra is retained by the Commonwealth Government, the Commission is 
also the land-development authority and services land for government and 
private building. The Commission has sought to encourage private build- 
ing development in Canberra and the private-enterprise component of the 
total building activity in Canberra has increased from 33 per cent of $21.8 
million in 1958-59 to 51 per cent of $55.3 million in 1965—66. 
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The leasehold sites released for private building development are released 
at auction, and although an annual site rent is charged and is reappraised 
at twenty-year periods, substantial cash premiums are paid for both res- 
idential and business sites. The $6.2 million paid as premiums in 1965-66 
for sites for private building and the $28.4 million of private building 
activity carried out during 1965-66 provide tangible evidence of the ac- 
ceptance of the leasehold system by private enterprise and its confidence 
in the planning and development of Canberra. All government develop- 
ment expenditures and revenues are paid out of and into the Consolidated 
Revenue Fund, and although no official accounts are prepared which relate 
development revenues and expenditures, the present writer has prepared 
a national Land Development Account for Canberra for the period 1958-59 
to 1965-66. This account shows an annual net profit after eight years 
of land development activities by the Development Commission.”® 

Canberra’s planning and development provides a number of important 
lessons in new town development. Firstly, Canberra is Australia’s most 
successful decentralization project and is a working example of the new 
town as a regional city (although this is only an incidental aspect of its 
role as the national capital). Canberra is attracting a significant popula- 
tion growth away from Sydney and Melbourne and is already emerging as 
the metropolitan center for southeastern New South Wales.2* Secondly, 
the planning for Canberra’s growth into a metropolis (of 250,000 persons 
by about 1980 and 500,000 persons by about 2010) with continuous growth 
prospects, in the form of a series of satellite districts, provides an Australian 
example of the metrotown concept. Thirdly, the Canberra system of new 
town development by way of a comprehensive planning development au- 
thority, adequately financed and working through a leasehold system of 
land tenure (to control private development and to recoup land value 
increases), has provided an example of a system which has validated it- 
self. It is an important example of a framework for planned urban de- 
velopment in which private enterprise can make a major contribution.?" 

Elizabeth, near Adelaide, provides a second example of an Australian 
postwar new town of major importance, both as an achievement and for the 
lessons it provides. It has been planned and developed by the South 


25 R. W. Archer, “The Economics of New Town Develop..ent: A National Land 
Development Account for Canberra.” (To be published.) 

“0 See Archer, “Decentralization ...,” op. cit. 

~' Veter idarrison, ‘ Canberra: Case Nuies on a New Toa, in Phos 1965 (Chi- 
cago: American Society of Planning Officials, 1965), pp. 270-78; ae Clarke, “Can- 
berra’s Significance for Australian Planning,” The Shire and Municipal Record, Vol. 57; 
No. 6 (June, 1964). Sce also the references in n 31. 
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Australian Housing Trust, a statutory authority, as a part of its program 
of providing public housing for sale and for rent. 

Elizabeth is situated about seventeen miles from Adelaide on a 6400- 
acre site. The assembling of the site (by purchase on the open market) 
commenced in 1950 and the town’s population had reached 36,000 per- 
sons by 1965 and is expected to grow to about 60,000 persons. Some 
2000 acres of adjacent land are being developed separately. The Trust 
has planned the town and serviced and subdivided the land. But the 
water and sewerage, and electricity and telephone reticulation works were 
carried out by the relevant public utility authorities. More than 80 per 
cent of the residential sites were used for Trust housing construction for 
rent and for sale. “On average some 200 allotments in each neighborhood 
are available for sale to private individuals who wish to build houses of 
their own choice and design.”2® Although the residential development is 
predominantly in the form of government standard housing, the Trust also 
builds as a private project builder competing on the open market so that 
the “200 allotments” figure is somewhat misleading as an indication of the 
government-private “flavor” of the town. 

“All neighborhood shops are built by the Trust and let by tender, but 
unlike the neighborhood centers where virtually all land and buildings are 
in Trust ownership, the town center will be a mixed development, though 
naturally controlled by the Trust.”2° In the case of industrial land, the 
Trust has also adopted a policy of mixed development and builds factories 
for lease and sale and sells the serviced factory sites. Such vacant sites are 
sold subject to a repurchase option if they are not developed within two 
years. The Trust adopted a flexible industrial policy in order to build up 
the employment base and promote the development of the town. 

The development revenues have more than covered costs, which is a 
noteworthy achievement for a predominantly “blue-collar” new town op- 
erating generally in a free market situation. Perhaps the most important 
feature of the Housing Trust’s development of Elizabeth has been its skill 
in estate management—in the application of realistic and enterprising estate 
management practices to achieve a good standard of planned and rapid 
development and to support the non-business uses of land. 

The Centenary Estates project in Brisbane provides the third example of 
Australian new-town type development in the postwar period. This is a 
ptivate-enterprise project to develop 3500 acres located seven miles from 


28H. P. Smith, “Elizabeth, South Australia” (Adelaide, Australia: South Australia 
Housing Trust, 1962), p. 7 (duplicated). 
29 Ibid. 
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Brisbane which were purchased by Centenary Estates Ltd. for nearly $4 
million in late 1961 from the promoting firm, L. J. Hooker Investment 
Corp. Ltd. The Prospectus for Centenary Estates Ltd. reported that this 
area would be completely serviced and subdivided (including a new bridge 
and a water reservoir and sewerage treatment works) at an estimated cost 
of $15.8 million to provide over 10,000 home sites, about 190 shop and 
commercial sites, plus a twenty-five-acre regional shopping center site and 
about 620 acres of industrial land as well as school and church sites and 
recreational facilities and parklands. The Prospectus went on to say: 

It is anticipated that the sale of home sites will commence early in 1962, 
and present plans are to develop and sell the Estate over a period of 12 
years. ... It is anticipated that the Company will earn profits available 
for dividends for the year ending 30th June, 1963, and that dividends on 
the whole of the issued capital of the Company for that year will be at 
the rate of 10 per cent and thereafter at 1244 per cent per annum.®° 

The land development subsidiary of L. J. Hooker Investment Corp. Ltd. 
manages the project for a fee of 2 per cent of gross sales, and the real 
estate subsidiary of L. J. Hooker Investment Corp. Ltd. acts as selling 
agent. 

However, sales have been very slow. The 1965-66 sales were: 110 
houses sites, eight houses, a two-acre industrial site and one service station 
site. The company has not paid a dividend to date. Its $2 shares are 
currently quoted at $1.60 each and a finance company has a first mortgage 
on the company’s estate. The basic difficulty appears to be in the area of 
estate management and marketing. The company has not been able to sell 
sufficient sites to establish a population and industry base which would gen- 
erate a cumulative momentum of sales and growth. 

Australian postwar experience of new town development provides a 
number of important lessons. The Canberra experience is particularly 
valuable in showing how the leasehold system can provide a framework 
for a major contribution by private enterprise and for a profitable land de- 
velopment operation. Canberra also provides an example of the applica- 
tion of the metrotown and regional city concepts. Elizabeth also provides 
valuable lessons; as an example of the metrotown form, as an example of 
economic town development for a non-middle-income community, and as 
an example of sound planning and development without a leasehold sys- 
tem. The Centenary Estates experience provides a salutary reminder of 
the risks {acing a private project and the critical importance of sound estate 
management and marketing. 


I0 Centenary Estates Ltd., Prospectus (Brisbane, Australia, 1961), pp. 8-9. 
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The Main Implications 


This outline review of British, North American, Swedish, Finnish, and 
Australian experience in new town development in the postwar period has 
been of value in providing support for the premises upon which the present 
research project is based and for illustrating a wide range of possible ap- 
proaches to new town development. 

Both the overseas and Australian experience provide support for: 

e The metrotown and regional city as units for planned urban de- 
velopment; 

e The single planning and development authority (private or public) 
approach to new town development; and 

e The prospect of new town development, undertaken as a profitable 
operation. 

The organizational approaches to new town development which have 
been considered ranged widely between government authority undertaking 
the great bulk of the land and building development to the private firm not 
going beyond the land development stage. Even so, it is possible to iden- 
tify four common and essential features of the new town approach to urban 
development, as follows: 

Integration of Planning and Development 
A single body carrying out both the planning and the development 
(or at least coordinating the development of the serviced land). This 
combined approach integrates the planning and development processes. 

Wide Range of Land Uses 
A large area of land which is used to accommodate a range of ac- 
tivities so that the end result is a comprehensive urban unit. This 
combination of land uses provides variety and balance to attract popu- 
lation and activities and to create higher land values. 

Single Site Ownership 
Single ownership of the whole site by the new town body. This 
enables the private building development on the site to be controlled 
in a positive way and enables the new town development body to realize 
on the increases in land values it has created to finance its land de- 
velopment works. 

Market Competition 
New towns are semi-isolated communities and have to attract popula- 
tion and industry, etc, away from established urban areas. New 
town standards and performance have to be competitive, or better. 

These factors explain why the new town approach usually provides de- 
sirable and successful tirban development. Although they explain the 
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success of the new towns, they cannot, in themselves, guarantee success. 
The previous discussion about the essential features of the new town 
approach also supports the premise of the present research project that it is 
desirable to promote this approach to the problems of urban development 
in Australia. Although the form of the organization adopted to do so is 
important, other aspects also have to be investigated. The main areas of 
needed research to formulate new town development-management tech- 
niques for general application in Australia are discussed in Part II. 


HI 
Needed Research on New Town Development Techniques 

GIVEN THE FACT that new town development can provide a good standard 
of urban development on a self-financing basis for the reasons just dis- 
cussed, and given the additional fact that new towns can be modified into 
the form of metrotowns and regional cities which can make a real contribu- 
tion to Australia’s problems of urban development, it is appropriate to ask 
why Australia has so little new town development. Further, is it possible 
to devise new approaches and new techniques for developing new towns in 
Australia? These questions have been asked and considered on several 
occasions before, and proposals for more Australian new towns have previ- 
ously been brought forward. However, to the present writer's knowledge 
only one, a thesis study by Mr. Henry Wardlaw on “New Towns for 
Sydney,” has given the matter of the organizational arrangements and the 
techniques necessary to do this any detailed consideration.5} 

The present research project is an investigation of possible new ap- 


$1 Henry Wardlaw, “New Towns for Sydney” (thesis for the degree of Master of 
Town and Country Planning at the University of Sydney, 1964. Unpublished). One 
of the first postwar proposals along these lines was by Messrs. A. A. Heath and R, N., 
Hewison in “New Towns for Australia” in Town and Country Planning, Vol. 19, No. 8 
(August, 1951), pp. 363-6. In recent years writers such as Professor W. D. Borrie and 
Dr. G. M. Neutze have suggested “half a dozen new Canberras? as a method of decen- 
tralizing employment and population away from Sydney and Melbourne. A group of 
university economists (Messrs. D. M. Bensusan-Butt, W. M. Corden, G. J. R. Linge, and 
G. M. Neutze) in their submission to the Committee of Economic Enquiry, “Industrial 
Location Policy: Some Suggestions for Further Study” (1961), concluded that “there is 3 
distinct possibility that ic would be an economically desirable and ‘natural’ evolution for 
two or three large new cities to develop in the next few years.” A recent paper by Mr. 
R. B. Lansdown on “Some Financial Aspects of an Australian New Town,” in the Aus- 
tralian Planning Institute Journal, Vol. 4, No. 4 (October, 1966), pp. 174-180, provides 
cost estimates for a new regional city for 500,000 persons. There are also less positive 
observers. Thus, Dr. Tom Brennan in his paper on “New Towns and Un-Towns,” pub- 
lished as a Current Affairs Bulletin (Vol. 29, No. 12, April 23, 1962), concluded that it 
was unlikely chat the British approach to new town development could be duplicated in 
Australia and that “there is no good reason why any such duplication should be at- 
tempted” Sut “Australia’s problems need to be solved somehow” so that “Britain’s New 
Towns should be watched with interest.” See also the papers cited in n. 27 above. 
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proaches to new town development suitable for general application in 
Australia, particularly by techniques based on a joint approach by private 
enterprise and government. The following notes outline the reasons for 
favoring a combined private-public approach and then list and briefly dis- 
cuss the main areas of needed research. 

It is recognized that the requirements to establish regional cities will be 
both distinct from and additional to the requirements for metrotowns. It 
is proposed to concentrate the immediate effort on metrotown requirements, 
but many of the features of any metrotown approach will be applicable to 
regional cities. 


A Joint Private-Public Enterprise-Government Approach? 


A number of points can be made for the proposition that the most 
promising approach for the development of new towns in Australia is by 
arrangements involving both private enterprise and government. The fact 
that urban development in Australia is already very much the result of 
the efforts of both governmental agencies (particularly public utility and 
housing authorities) and private firms (as land developers and as land 
owners and users) provides a prima facie case for favoring this approach. 
The government development corporation approach of Britain and the 
private corporation approach of North America are generally consistent 
with the relative roles of governmental and private enterprise in these two 
countries. ‘The Australian situation lies between that of Britain and North 
America. 

A second reason for favoring some form of combined private and gov- 
ernment approach to the development of new towns in Australia arises 
from the need for the injection of fresh initiative into the situation. Al- 
though Australia’s two very successful new towns, Canberra and Elizabeth, 
are being built on the initiative of government, neither the Commonwealth 
nor the State Governments have taken advantage of the lessons of Canberra 
and Elizabeth to build more new towns. The New South Wales State 
Planning Authority is currently processing proposals for new towns at 
Campbelltown and Mount Druitt near Sydney, but they appear to be partial 
rather than comprehensive proposals. 

The third reason for favoring a combined private-government approach 
is that both sides are able to make their own particular contribution which, 
when combined, will yield a better new town development than if either 
side worked separately and dominated the planning and development. 
_ Thus, the private-enterprise contribution could include enterprise, market 
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awareness, housing variety, flexibility, and access to the capital market. 
The government contribution could include site acquisition powers; status 
for dealings with various public authorities; and access to some moderate- 
interest loan funds. 

These considerations explain why the present study of new town de- 
velopment-management techniques is beginning with an investigation of 
possible forms of a joint approach. However, it is ‘not simply a matter 
of formulating an organizational entity with private and government com- 
ponents. There are a number of problem areas and uncertainties for new 
town projects—either as metrotowns or as regional cities—which have to 
be studied, and any proposal for a private-government approach must pro- 
vide for these problems. 


Areas of Needed Research. 


The following notes outline the range of matters which have to be in- 
vestigated in order to identify and formulate techniques to facilitate a 
joint private-public approach to new town development in Australia. Al- 
though the main immediate interest is in the requirements for metrotowns, 
the matters listed apply to the regional cities as well, although to a different 
extent. The two major problems of regional cities are noted. 

1. Land Values. The profitability data on land development in Can- 
berra indicates that comprehensive land development is a profitable activity. 
This is supported by the British experience, and the whole of the current 
North American private enterprise new town program presumes that it 
can be a profit-making activity. This profitability is of major importance 
because it can provide access to new sources of funds for urban development 
in Australia. Further work is necessary to identify the level and pattern 
of values which can be created and what standards of land use and 
development they can support. The rate of growth of land values also has 
to be identified in order to assess development fund requirements. 

2. Land and Building Development. Should the sites for private and 
government development be sold or leased or possibly both sold and 
leased? ‘To what extent should the new town body go beyond the plan- 
ning and land development activities and build houses and business prem- 
ises for sale or lease? The answers will make a big difference to the 
authority's fund requirements. The authority will need to be prepared 
to undertake some building activity in the early stages to give it flexibility 
in its estate management and marketing. It is possible that the primary 
interest of either the private or public partners participating in the ae 
could be in housing rather than in land. 
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3. The Form of the Organization. ‘There are a range of possible organi- 
zational forms which could provide the framework for a combined private- 
government approach to new town development. Examples of possible 
forms are: 


(a) A public company with private and government share ownership but 
subject to an act of parliament which gives it special powers subject to 
special controls. The private gas public utilities in New South Wales 
provide an example of this approach. 

(b) Some form of public-private partnership between public bodies such 
as a housing or planning authority and a private development firm or 
a holding company for a group of private development firms. Cram- 
lington in England provides an example of this approach.* 

(c) A cooperative society or private non-profit-making company linked and 
working in conjunction with a public planning or housing authority and 
using the latter’s special powers in matters such as land acquisition. 

(d) A special statutory authority planning the town and assembling land 
and developing part of it and making large areas available for private 
development. 


One of the important determinants of the most promising form of or- 
ganization will be the private and government interests which it is desirable 
to bring into the project. Private interests could include land and build- 
ing developers and large financial institutions. ‘The public interests could 
include planning, housing and local government authorities, and could 
differ between states, so that it may not be appropriate to seek a single 
organizational form for application throughout Australia. In fact, it 
would seem to be most desirable to experiment with a variety of approaches. 
The scope for metrotowns and regional cities can support such a variety 
of approaches. 

4. Coordination with Public Authorities. Any new town in a metropol- 
itan situation will require the cooperation and participation of a number of 
public authorities. Although the new town body will provide most of the 
services within its boundaries, some services will be provided by special- 
purpose agencies. Public authorities will also have to provide a range of 
facilities such as schools and hospitals. The new town will also have to 
rely on and be integrated with the metropolitan ‘headworks” such as the 
metropolitan highway network and the water and sewerage headworks. 
Most of the utility authorities already have significant backlogs of needed 
works because of shortages of funds and may be unwilling to give the new 


32 Elphick, op. cit, 
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town any priority. One possible solution to these difficulties would be for 
the new body to contribute a subsidy toward the necessary works. 

The regional city will not have the same problem of relying on public 
authorities to provide headwork facilities because it will have to provide 
many of these itself. Although some states provide subsidies for water 
and sewerage works in country areas, the eligibility of new towns for such 
assistance and the extent to which Jand values can support such additional 
expenditures have to be investigated. Even so, the regional city will have 
its own coordination problems because it will have to be integrated into 
the state and national transport and communications networks. 

5. Relations with Local Government. ‘There will be a special coordina- 
tion problem with local government. Any new town will be located within 
the jurisdiction of a local government body and this raises questions about 
the contribution by the local authority and when, if at all, it should assume 
operating and maintenance responsibilities. It may be appropriate to create 
a new municipality for the new town. This is related to the question of 
the long-term ownership and management of the land and the buildings 
retained by the developed body. 

6. The Economic Base. ‘The economic base for new town development 
is important for both metrotowns and regional cities, but it is a primary 
and fundamental issue for any proposal to develop regional cities. In the 
case of metrotowns there is the real problem of attracting initial population 
and employment and establishing a growth momentum. This should only 
be a temporary difficulty because of the general setting of metropolitan 
growth and expansion. In the case of the regional city it will take a much 
longer period to establish self-sustaining growth. Although service in- 
dustries can make a significant contribution to the basic industries sup- 
porting a regional city, the mainstay of the town’s base must be secondary 
industry. If it is not possible to identify secondary industry complexes 
which can be relocated away from, say, Sydney or Melbourne and operate 
reasonably efficiently so that they don’t need a substantial operating subsidy 
perennially, then there can be no sound economic basis for any proposal for 
a program of regional city development. 

7. Sites and Location. ‘The choice of sites will also be important for 
both metrotowns and regional cities but of critical importance for the 
regional cities. In a metropolitan growth situation the two main metro- 
town site problems will probably be that of assembling the site at a reason- 
able cost and then protecting the town site from uncontrolled fringe de- 
velopment, że., preserving the physical identity of the town by a greenbelt. 
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In the case of the regional city the correct choice of its location will be 
a major factor in its success. The main location requirements are: (1) 
availability of water; (2) good access to the state and national transport 
and communications systems; (3) proximity to a large regional population; 
(4) proximity to a region with development potential; and (5) reasonable 
proximity to large markets. 

The number of sites meeting these requirements is limited. The actual 
sites could possibly be best determined by an expert commission of inquiry 
which could also consider all site claims and proposals brought forward. 
The main need is to remove the choice of sites from the political log- 
rolling arena. 

The technical requirements for regional city sites raise the possibility of 
starting with an existing country town. Such a proposal would have the 
important advantage of providing an initial base for growth, and if the 
new city center were located at, say, five miles from the town, its amenities 
and facilities could be used and the town itself ultimately a a into 
the new metropolis as a distinct district. 

These last two aspects of the economic base and location go es beyond 
the formulation of new town development-management techniques, but 
they are of fundamental importance to the regional city concept and will 
have to be resolved. 


Canberra City, A.C.T. 
Australia 


Sociology Congress in Bulgaria 


THE EXECUTIVE COMMITTEE of the International Sociological Association 
has accepted the invitation of the Bulgarian Sociological Association to hold 
the 7th World Congress of Sociology in Varna (Bulgaria) during the days 
of Monday, September 14th, 1970 through Saturday, September 19th, 1970. 

The general theme of the Congress has been provisionally decided and 
will be: Contemporary and Future Societies: Prediction, Social Planning and 
Guided Development. 

At the Congress the main theme will be discussed in two plenary sessions 
and in a number of working groups on more specific subthemes. Other 
specialized sessions on sociological problems will be arranged during the 
meeting and one day will be dedicated to the role of sociology in Asia and 
Africa. [From the Association. } 


State Technical Service—An Emerging Social System 


By DONALD H. SILva 


I 
Introduction 

THE SOCIAL AND ECONOMIC welfare of persons is directly and indirectly 
influenced by the kind, number and distribution of technological advances. 
Research and development results, and indeed the public and private ex- 
.penditures for Research and Development (R & D), continue to affect 
the well-being of individuals and organizations. In 1961—62 two-thirds 
of the $15 billion national research and development effort was financed 
by government sources, and three-fourths of this total was spent for in- 
dustrial R & D. Federal government and universities ranked second and 
third, respectively, as sources of research and development work. 

Social scientists, including economists, have in recent years begun to 
concentrate more explicitly on technological change. Research efforts have 
been designed to understand more about the relationship between increases 
in productivity and spending on research and development. And, by 
various means, a succession of economists has estimated that between 
50 and 90 per cent of the advances in our economy’s productivity have 
resulted in technological progress.2 Additional studies have sought to 
identify the factors which influence the allocation of resources to technical 
innovation between sectors of the economy. Some recent work has con- 
centrated on the factors which affect the rate at which new technologies 
become absorbed into the economy. While the specific relationships are 
not completely understood, there is a general awareness that the level and 
tate of new technology diffusion is far from adequate relative to the aggre- 
gate potential. E 

Since new technologies may be output increasing, cost reducing, or 
both, organizations must be made aware of technological opportunities 
to improve their individual situations which subsequently will contribute 


1 National Science Foundation, “National Trends in R & D Funds, 1953-62,” Reviews 
of Data on Research and Development (Washington, D.C.: U.S. Government Printing 
Office, 1963), NSF 63-40, No. 41, p. 2. 

2 Danjel Hamberg, Essays on the Economics of Research and Development (New 
York: Random House, 1966), p. 3. 

"Ses, for example, Edwin Mansfeld, Feonometrie Sindet of Industrial Research and 
Technological Innovation (New York: W. W. Norton & Co., 1967); Jacob Schmookler, 
Invention and Economic Growth (Cambridge: Harvard University Press, 1966), and 
Everett Rogers, The Diffusion of Innovations (New York: The Free Press of Glencoe, 
1962). 
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to the improvement of industry performance. Besides identifying potential 
opportunities, technologies must be assessed, perhaps, with economic 
theory which argues that a new technology should be adopted if the pro- 
jected earnings are sufficient to pay off the fixed costs of previous technology 
and to result in a higher level of profits than other alternatives.* 

Public Law 89-182, the State Technical Services Act of 1965, was de- 
signed to promote increases in the level of technology usage and the rate 
of adoption of new technologies. After examining the broad intents and 
other features of the recent Technical Services Act, the primary purpose 
here is to consider “industrial extension”-—the counterpart for industry of 
Agricultural Extension—as an emerging and functional social system. 
While viewing an agency’s endeavors abstractly is not unusual, the oppor- 
tunity is infrequently given to examine or visualize the development of a 
newly created program of this scope in such a manner.’ Early recognition 
of “industrial extension” as a social system should provide for more 
successful control over its development. 


H 
The State Technical Services Act 
THE STATE TECHNICAL SERVICES ACT became law on September 14, 1965 
and was specifically designed to “provide a national program of incentives 
and support for the several states individually and in cooperation with each 
other in their establishing and maintaining state and interstate technical 
service programs in order that the benefits of federally-financed research, 
as well as other research, may be placed more effectively in the hands of 
American business, commerce, and industrial establishments throughout 
the country.” Technical service means activities to enable businesses, 
commerce and other industrial establishments to acquire and use scientific 
information. “Industrial extension” seeks to promote commerce and 
encourage economic growth and is motivated by the hypothesis that some, 
but not all, of the lag in the adoption of new technology by many small 
firms reflects their inability to understand available technical information.’ 


4 Leslie P. Anderson and Donald L. Thompson, “Implications of the State Technical 
Services Act for Small Business,” Northwest Business Management, Vol. 4, No. 1 (1966), 
p. 8. 
5 See, for example, Bardin H. Nelson, “The Creative Role of Agricultural Extension 
in a Changing Economy,” Southwestern Social Science Quarterly, Vol. 47, No. 4, (1967), 
p. 461. 

6 Taken from the Federal Register, Vol. 31, No. 75 (April 1966). 

7 Richard R. Nelson, Mertin J. Peck, and Edward D. Kalachek, Technology, Eco- 
nomic Growth, and Public Policy (Washington, D.C.: Brookings Institution, 1967), p. 
204. 
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Many ways can be suggested for accomplishing that purpose. Some 
are: preparing and disseminating technical reports, abstracts, computer 
tapes, including the establishment of state or interstate information centers; 
providing a reference service to identify sources of scientific expertise, 
and sponsoring industrial workshops, seminars, and training programs.® 
While numerous well-established methods are available, Paul J. Grogan, 
director of the Office of State Technical Services, indicated at a National 
Conference on State Technical Services that opportunities will exist for 
novelty and not conformity.® Of course, these new approaches must take 
account of the limited resources available. 

A designated agency or university administers the program for a pat- 
ticular state or states. However other qualified institutions and agencies 
are encouraged to participate. Most of the basic activity under the Act 
is to be provided through a series of state programs; yet the Technical 
Services Act does make provision for supporting some other programs.1° 


MI 
Technical Service as a Social System 

A SOCIAL SYSTEM may be defined as an organization with members who 
interact more with members than non-members when seeking the system’s 
objectives.11 These systems, as abstractions, are comprised of a structure, 
have a value orientation, and possess a location or territorial dimension. 
The structural elements of “industrial extension” are: (1) roles—expected 
behavior of individuals in particular situations; (2) status—a ranking of 
individuals based upon agreement of what is high and low; (3) authority 
—power to influence other individuals; (4) rights—patterned conse- 
quences that encourage conforming behavior. Value orientation of “in- 
dustrial extension” consists of goals and norms. The norms, or "rules of 
the road,” are the expected behavior patterns for seeking the system’s 
goals.12 

Numerous processes such as problem solving, communications, socializa- 
tion, and boundary maintenance are utilized as a social system functions. 
Problem solving refers to the decision-making process, communication is 


8 Federal Register. 

3 U.S. Department of Commerce, Office of State Technical Services, State Technical 
Services Newsletter, Vol. 2, No. 6 (1967), p. 2. 

10 U.S. Department of Commerce, Office of State Technical Services “Special Merit 
Programs” (Washington, D.C.: U.S. Government Printing Office, 1966). 

11 Charles P. Loomis, Studies in Applied Social Science (Michigan State University 
Press, 1950), p. 1. 

12 See Charles P. Loomis and Zora K, Loomis, Modern Social Theories (Princeton: 
D. Van Nostrand Co., 1965). 
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the transmitting of intent, socialization incorporates individuals into the 
system, and boundary maintenance refers to the attempt by systems to 
maintain themselves. 

Technical service as a social system clearly seeks to increase the level 
and rate of diffusion for new technologies and sharpen the decision-making 
process, and possess “rules of the road” for seeking these goals.1* The 
intent to “spread” the results of the annual research budget explicitly 
points out the distributive dimension of purpose.4 This present set of 
norms, which may or may not serve as constraints to the suggested means 
in the Act, may appear rather limited now and more the result of directives 
than the outcome of natural behavior patterns; yet this situation certainly 
will change as the system evolves. When new technology replaces old 
technologies and other production factors, a different impression of the 
system’s norms will surely prevail. 

Technology transfer may be regarded as occurring in a series of three 
steps, namely invention, innovation, and diffusion. The people required 
to carry out the steps are the inventor, the entrepreneur, and the teacher. 
The inventor must be knowledgeable of the state-of-art and the need, 
the entrepreneur must be a risk-taker, and diffusion requires people who 
can explain new technology in understandable terms and educate people 
to its acceptance and use.?® Thus, the teacher is indeed the key to wide- 
spread diffusion of new technologies. As industrial extension continues 
to increase in size and scope, the role and status of the educator and of 
the entrepreneur surely will emerge as especially significant elements in the 
system’s structure, and certainly these persons will continue to influence 
and be influenced by other social systems. 


IV 
Technical Service in Action 

INDUSTRIAL EXTENSION as a system is presently functioning in many 
states. All the states have an agency which is designated to assist in the 
State Technical Services Program, and all states either have or are planning 
an advisory council to aid in coordination at the state level. Designated 
agencies are new or previously existing offices of the state or some higher 
education institution. 

In fiscal year 1966, $3.5 million was appropriated for planning and 
other purposes. Twenty-four State Program Grants were made to each 


13 U.S, Department of Commerce, “State Technical Services Act of 1965,” Construc- 
tion Review (Washington, D.C.: U.S. Government Printing Office, May 1967), p. 7. 

14 “Share-Research-Results,” Iron Age, June 1967, p. 8. 

15 State Technical Services Newsletter, op. cit p. 3. 
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state in addition to Planning Grants.1° Major state programs were aimed 
at the following problem areas: existing local industries that fail to apply 
full modern methods; short supply of experienced managers and qualified 
technical personnel; unfavorable influences on growth and development 
from an economy in transition; and limitation of development by location, 
resource, and climate factors.’ 

A total of 582 Technical Service Projects were approved for 1966 and 
were categorized as information dissemination activities, referral service 
activities, conferences including workshops and seminars, field visits, and 
demonstrations. Approximately 75 per cent of the approved projects were 
classified as conferences which suggests the importance placed upon per- 
sonal contact and interaction of individuals in this social system, and the 
significant role assigned to the person capable of educating others. The 
system in transition may result in a redistribution of activities with new 
roles, status and authority for the participants in "industrial extension.” 

Five-Year-Plans have been prepared by many individual states which 
were designed to specify the economic and technological conditions, major 
problems, future potential, and specific Technical Service Programs. These 
Five-Year-Plans will individually and in the aggregate exert much in- 
fluence over the development of Technical Service as a social system which 
must be capable of adapting to change. 


V 
Conclusions 
THE STATE TECHNICAL SERVICES ACT of 1965 is the result of a recognized 
gap between economic growth with the underuttlization of technological 
advances, and the potential growth which could result from more wide- 
spread adoption of new technologies. Establishing “industrial extension” 
has resulted in a social system containing the usual structural and value 
elements and one which utilizes processes such as communication and 
socialization which are also common to many other social systems. 

Early recognition of “industrial extension” as an emerging social system 
is an important first step in successfully influencing its development. By 
being cognizant of the significant interrelationships among the components 
of this social system it should be possible to have a system which is capable 
of necessary adaptive behavior. 


Wisconsin State University 
Whitewater, Wis. 53190 


16 U.S. Department of Commerce, Office of State Technical Services, “First Annual 
Report—Fiscal Year 1966” (Washington, D.C.: U.S. Government Printing Office, 1967), 
p. 8. 
17 For a more detailed list of the identified social and economic issues, see, “First 
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Central Bank Independence 


THE GREATEST THREAT to the effectiveness of any central banker comes 
from a government in fiscal difficulties. Moreover, since in many less 
developed countries money markets are relatively weak, and the ability of 
the government to cover its fiscal deficit by genuine and noninflationary 
borrowing from the banking system and the money market in general 
is limited, the central banker all too frequently finds himself under 
extreme pressure to finance the deficit. If, in the end, he has to yield to 
this pressure, he gravely damages his capacity to play an effective role in 
the sound economic and financial development of the country. A rational 
distribution of bank credit is rarely possible when the government pre- 
empts the loanable funds. Moreover, at times the government’s utiliza- 
tion of bank credit is carried to the point where the international reserve 
policy is compromised, notwithstanding the utmost restraint in bank lend- 
ing to all private activities. 

This brings me to the edge of an often debated aspect of central bank- 
ing. Put briefly, it is the issue of central bank independence—that is, 
independence from the government. Without choosing my words, I 
must say bluntly that I am in favor of a high degree of central bank 
independence. ‘This does not mean that I suppose that the central bank 
can live outside of the institutional framework of government (in the 
broader sense), is divorced from sharing the role of over-all policy mak- 
ing, and can go its blind way ignoring the needs of the country and the 
broad objectives of government. 

What is meant by independence is that the central bank must be 
allowed to be a full-fledged partner at the stage when major economic 
policy decisions are made affecting the price level, the balance of pay- 
ments, and monetary and credit conditions; and must be enabled to help 
to carry out such policies with vigor and courage. This means, for exam- 
ple, that the government should avoid creating situations of fait accomplz, 
where its commitments can be honored only through endorsements of 
public deficits by the central bank. It also means that the central banker 
must, with equal resolution, withstand the demands from the private sec- 
tor for too easy credit. It is encouraging that in many countries strong 
and properly independent central banks have emerged. It is also illu- 
minating that these tend to be economically successful countries. [From 
an address. | 

FRANK A. SOUTHARD JR. 


Finance and Development 
Washington, D.C. 


State Sales Taxation as a Budget Balancing Device 
By RICHARD X. CHASE 


CURRENTLY ALL BUT FIVE STATES raise some portion of their revenues by 
levies on sales.1 Whenever there is a proposition either to introduce sales 
taxation or to raise or broaden the base of an existing imposition on sales, 
the arguments raised against such legislation usually boil down to two: the 
equity argument and the resource allocation argument. 

The gist of the equity argument is that sales taxes tend to be regressive, 
je. tend to place a greater burden on lower income groups relative to 
higher income groups. Whether a sales tax is regressive or not, and if so, 
to what degree, is a complex empirical question. Whether or not any 
given state desires a tax that has some degree of regressivity is more a 
political and value judgment than a strict economic question. Most often 
states, for whatever reasons, claim to hold the position that it is desirable 
to avoid or at least limit regressivity in their tax structures and have at- 
tempted to restrict their sales taxes either by exempting certain items (like 
food, etc.) or by giving tax credits or rebates to lower income groups. 
Such an approach has probably dulled the main thrust of the equity argu- 
ment against sales taxation. And this argument—perhaps because it is 
relatively easy to present to the public and because most of the electorate 
seem to consider themselves in income brackets where they would be rela- 
tively worse off given a sales tax (or an increase in an existing tax)—-seems 
to be the stand most often taken by anti-sales tax groups. 

The other argument against sales taxation indicated above involves a 
largely abstract analysis of theoretical adverse effects of such an arbitrary 
increase in prices on efficient resource allocation. Because of the abstract 
and technical nature of this argument it is mainly limited to specialists, 
and most likely has had little if any impact one way or the other on elec- 
torates or on their representatives in state capitals. 

What appears to this writer to be a third and perhaps even more im- 
portant argument against sales taxation has been almost entirely, if not 
entirely, neglected. The main outline of the argument can be presented as 
follows: Experience seems to indicate that state sales taxes are most often 
either passed or increased to fill a “fiscal gap” between state expenditures 
and state revenues. However, experience has also indicated that the sales 


1 Alaska, Delaware, Montana, New Hampshire and Oregon. 

2 This is the current situation in the State of Vermont where the proposed sales tax is 
programmed to cover about $17 million of an expected $25 million deficit for the coming 
fiscal year. 


406 The American Journal of Economics and Sociology 


tax serves usually as only a temporary solution to the problem of closing 
this fiscal gap. The essential reason for this is that the growth of state 
expenditures tends to be what the economist calls “income elastic.” That 
is, the growth rate in state expenditures tends to be more rapid than the 
growth rate in incomes in the state because the growth in expenditures is 
largely for state provided services (education, police protection, social 
welfare, etc.) which are themselves “income elastic’’—7.e. the demand for 
them grows faster than does income. 

The growth in revenue from the sales tax, on the other hand, tends to 
be Jess income elastic than the growth in state expenditures. This is þe- 
cause the growth in sales tax revenue is essentially determined by the 
growth in taxable spending by families multiplied by the given tax rate 
which is some constant percentage amount. This means that the growth 
in sales tax revenue will tend to be proportional to the growth in incomes 
in the state—v.e. sales tax revenue will at best grow only about as fast as 
do family incomes. If, as family incomes grow, families tend to save pro- 
portionately more of their incomes, that is, spend proportionately less 
(although in absolute terms expenditures tend to grow as income grows) 
then, since savings are not subject to the sales tax, the growth in sales tax 
revenue will tend to be less than the growth in incomes in the state—/.e. 
the growth in revenue from this source could be income ivelastic.3 

The key point that follows from the above analysis can be seen from the 
following line of inference. Suppose a sales tax is passed or increased to 
plug a gap between state revenue and expenditures. Suppose further 
that the growth in state expenditures can be expected to proceed at a 
rate somewhat faster than family incomes grow in the state. Then the 
gtowth in revenues from the sales tax can be expected to proceed at a 
rate equal to or slower than the rate at which family incomes grow. 
Therefore it follows that the fiscal gap that was originally plugged by the 
sales tax can be expected to reappear soon. 

3 This is an empirical question, the answer to which depends upon the shape of the long 
term consumption function in a given state. If the consumption function is approximated 
by a straight line through the origin, then the average propensity to consume, and con- 
versely the average propensity to save, will remain constant—.e¢, as income grows the pro- 
portion spent will not decline. If, on the other hand, the long term consumption function 
is better approximated by a curvi-linear relationship so that the average propensity to con- 
sume declines as income goes up over time, then the proportion of income not spent, ie. 
the proportion saved, will increase, and the growth rate at which sales tax revenues will 
increase will be less than the growth rate in incomes. (Also in this case, if the tax is 
regressive, the degree of regressivity will increase over time.) 

The best evidence on the long term consumption function for the economy as 2 whole 
indicates that it is linear with perhaps some tailing off in the very high income ranges. 


However, this says nothing about the shape of the function for the various states and it 
is states that pass and/or increase sales taxes. 
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In short, it would appear that if a sales tax is proposed as a device to 
fill a fiscal gap between state revenues and expenditures, it can only be 
regarded as a temporary measure, which tends to postpone the essential 
solution to the problem—that of making the state’s revenue-raising power 
more responsive to income growth, ze. making it more income elastic.‘ 


University of Vermont, 
Burlington, Vt. 05401 


4 An alternative approach, of course, would be to make state expenditures less income 
elastic by providing for a smaller growth rate in the quantities of the services that seem to 
be demanded as a corollary of economic growth and advancement in the state. The latter, 
given our present social needs and ills, would appear to be more of a “symetrically logical” 
rather than a practical and pragmatic alternative. In the most recent state to adopt sales 
taxation, Vermont, an effort has been made subsequently to slow the growth of expendi- 
tures. The “austerity program” has particularly focused on welfare expenditures. 


Social Reconstruction, Not Psychodrama 


A SEARCHING LOOK at the span of the last 70 years shows that the causes 
of the violence in western societies are profound. I think one of the 
fundamental causes is that man is a social animal that needs a relatively 
stable social environment in which to flourish. Any basic disruption in 
that environment will tend to bring on mental disturbance: compulsively 
destructive thinking patterns, a feeling of alienation, of frustration and 
boredom, of malaise and dissatisfaction frequently expressing itself in 
violent thoughts and acts. Eric Hoffer has written, “The times of drastic 
change are times of passion. We can never be fit and ready for that which 
is wholly new. We have to adjust ourselves; and every radical adjustment 
is a crisis in self-esteem: we undergo a test: we have to prove ourselves. 
A population subjected to drastic change is thus a population of misfits, 
and misfits live and breathe in an atmosphere of passion.” 

Elton Mayo in his book Ox Human Problems of an Industrial Civiliza- 
ton states that “the chief difficulty of our time is the breakdown of the 
social codes that formerly disciplined us to effectively working together.” 
He goes on to state that, in a mild form, this results in destructive, irra- 
tional, compulsive thinking which penetrates the whole fabric of our 
civilization and probably constitutes the chief mental disability of our time. 

We have been preoccupied with the material elements of our society and 
have neglected the human element. If we have thought about it at all, I 
think many of us have simply assumed that man, being rational, would 
respond logically to a changing environment. He would adapt himseif 
to his environment simply because that was the sensible thing to do. But 
this is not the case. Social man reacts irrationally to radical change. 

We have reached a point where learning to deal with pervasive radical 
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change and ever-widening choices should be probably the most important 
single goal of our civilization. Of course, we have always had change and 
violence, and a passionate state of mind——with religious wars, and revolu- 
tions, inquisitions and assassinations. What is different now is the rate 
of change and the fact that radical change has become a permanent condi- 
tion with which we must deal on a continuing basis. 

We must find ways of introducing rapid change in our society without 
incurring destructive emotional reactions. It is clear that this can be done 
only if we recognize the absolute necessity to do so and set about to study 
man as a social creature, and to find ways of disseminating the results of 
that study as broadly as possible. 

It is clear that new or altered institutions and concepts must be estab- 
lished. New and positive programs must be advocated, outlined, initiated. 
But it is also clear that these changes must be advocated and initiated in a 
manner to preserve and enhance man’s social integrity as a social animal in 
his social environment. If we do not find a way to do this effectively and 
almost immediately, we shall have either anarchy or an authoritarian police 
State. Since mankind cannot stand anarchy for an extended period, we 
are faced with the strong likelihood that personal freedom as we know it 
today will give way to a compulsory submission to autocratic power. The 
reaction to violence of the people will almost inevitably lead to a call for 
strong regulation and police power. 

But we must not confuse the requirement for constructive change with 
the wanton destruction of what is already good in our society. We can- 
not tear down laws, institutions, and traditions simply because they are 
there—simply as a way of exerting our will. 

All of us were born into a world we never made. Some feel that the 
institutions and traditions of our fathers and teachers are outmoded or 
irrelevant, that they must be uprooted before any newer, more construc- 
tive ideas and institutions can be erected on top of their ruins. 

‘We cannot have this kind of leadership. We must have responsible 
leadership from those who are seeking to build rather than to destroy. 
And, if we seek to build, we must learn to respect the limitations govern- 
ing man’s ability to adapt socially to a condition of accelerating change. 
[From an address at Clarkson College of Technology, Potsdam, New 
York. ] 


ArTHUR D. LEWIS 
Eastern Airlines 


Dr. Irene Hickman and Tax Reform 
in Sacramento County, Calif. 


By CAROLE E. WoLrF and JUDSON R. LANDIS 


If I were to try to read, much less answer, all the attacks made on me, 
this shop might as well be closed for business. I do the very best I 
know how—the very best I can—and mean to keep doing so until the 
end. ABRAHAM LINCOLN 


THE ABOVE QUOTATION is prominently displayed outside the office of Dr. 
Irene Hickman, Sacramento County Tax Assessor. Traditionally, the 
county assessor has the safest, quietest, most benign position in county 
government. Most citizens would be at a loss to name their assessor and 
this fits with the general view that if the assessor is really doing a good job, 
you will never hear of him—or her. It is therefore astounding that Irene 
Hickman is one of California’s better known political personalities in a 
state that boasts such political figures as Ronald Reagan, Max Rafferty, 
Jesse Unruh, George Murphy, Sam Yorty, and Shirley Temple Black. This 
unusual situation came about because of two widely variant factors: Irene 
Hickman’s personality and style—which would bring her publicity and 
notoriety even as the social chairman of a rural PTA—and her assess- 
ment policies, aimed at alleviating inequities in taxation by shifting some 
of the burden from homeowners to land speculators. Both factors led in 
July 1968 to a county recall election which attempted to oust Dr. Hickman 
from office. 


I 
Dr. Hickman the Assessor 
THE WHOLE THING supposedly started when Dr. Hickman protested an 
assessment on her property. In ruling against her the judge said, “If the 
homeowners don’t like the way they are being assessed they can elect a new 
assessor.” So Dr. Hickman ran for office in the summer of 1966, cam- 
paigning for assessment equalization and reform. She represented change 
and appealed to many when she argued that the big land owners were 
under-assessed and the little people were supporting them. Dr. Hickman 
is a disciple of Henry George, an unorthodox 19th century economist. It 
was his opinion that only land should be taxed. If it were legally possible 
Dr. Hickman would reduce or abolish taxes on buildings and personal 
property, since she believes that a single tax on the value of land would 
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discourage land speculators and stop urban sprawl, and would force slum 
landlords to upgrade their buildings. The single tax on land values is 
likened to a parking meter: you put a dime in and the land is yours for a 
specified time. It doesn’t matter what is parked on the land, a Rolls Royce 
or a Model T—the dime in the meter satisfies society. It is her view that 
land was here before man and therefore belongs to society; a man’s labor, 
what he creates himself, is his own. Citizens don’t own land but “rent” 
it from society with society's permission. It is obvious then that land 
should be taxed, not man’s labor. These views probably did not affect 
the election because few were acquainted with the theories of Henry 
George, and those who were, also knew that there is generally little rela- 
tionship between what a politician promises and what he does once in 
office. 

Outside factors probably had as much to do with Dr. Hickman’s election 
as her own campaigning. The winds of change were blowing strong in 
California in 1966. Ronald Reagan defeated Governor Pat Brown and 
other incumbents fell by the wayside throughout the state. Assessor scan- 
dals in the San Francisco bay area reminded many citizens that there was 
such an office and suggested that all was not right with it. To dissociate 
himself from the others, Sacramento’s incumbent assessor injudiciously 
requested a grand jury investigation of Sis shop. The voters may have 
remembered the grand jury and not its “clean slate” conclusion. Finally, 
a small scandal in the Sacramento County Auditor’s office shortly before 
the election may have had an effect in that voters could easily confuse 
“auditor” with “assessor.” This combination of factors probably helped 
elect Dr. Hickman, and she took office three months early when the de- 
feated incumbent died. 

From the day she campaigned for election, the major issue for Dr. 
Hickman was the equalization of assessments. Why homes should be 
assessed at 25 per cent of market value and vacant land as low as one per 
cent was beyond her. ‘True, homeowners demanded certain services 
(sewers, lights, schools, fire and police protection) that land when it is 
totally vacant doesn’t (but which vacant lots do when they are mixed with 
improved lots). But, on the other hand, the value of the lots increased 
as the public’s money established the services and built freeways, fair 
grounds, and state office buildings on adjoining properties. Sacramento’s 
new airport and the freeway leading to it tempted a nearby farmer to 
apply for a rezoning of 20 acres of his land. Formerly appraised at $16,- 
000 the acreage would have jumped to $200,000 if zoned commercial. 
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Dr. Hickman blocked the request and cites it as an example of potential 
private gain from public investment. She feels that those who pay for the 
improvements should reap some of the benefits. 

During her campaign, Dr. Hickman was incensed to discover that the 
Save the American River Association, which was collecting funds to buy 
river front property in suburban Sacramento and donate it to the county 
as a park, was going to pay $3,000 an acre for land appraised at $120 an 
acre. In her logical way Dr. Hickman reasoned that if the land isn’t 
worth much for taxation purposes, then public agencies or private parties 
should not have to pay any more when they seek to acquire the property. 
If, in fact, the property has a market value of $3,000 then the assessment 
and the tax bill should reflect that. Adding insult to injury in the case 
of the American River property, the land development firm which owned 
it had neglected to pay their $14.60 tax bill. 

Establishing a consistent ratio for all types of property was one prob- 
lem; estimating actual market value was another. Because the value of 
vacant land, particularly, is subject to sudden and frequent shifts, Dr. 
Hickman felt that such property should be appraised more frequently than 
residential and commercial properties. Consequently two related actions 
occurred immediately following her oath of office: 1) appraisers in the 
assessor’s office were sent to school to learn how to appraise Jand; and 2) 
selected tracts of land—country clubs, golf courses, and areas of recent 
expansion by new business or industry—were reappraised and appreciated 
in value on the assessor’s records. Opponents accused her of “Robin 
Hood” tactics, upping the assessments on the rich in order to balance 
lowering appraisals on over 30,000 homes in the under-$20,000 bracket. 
They called this a “purely political move” to buy the votes of lower income 
groups. As they saw it she was out to get the land speculators and large 
land owners, important people in the community who—according to the 
popular myth—take many risks to further community growth, and who, 
therefore, should continue to be compensated for their self-designated 
“risks” by low assessments and tax rates. After all, what’s good for Gen- 
eral Motors is good for America. 

This contrasts somewhat with Dr. Hickman’s view of “land speculators.” 
In her opinion they are responsible for urban sprawl, the spread of slums, 
and the disintegration of central cities. A tax on land alone would dis- 
courage slums because slumlords would be forced to build high-quality, 
high-return improvements in order to make profits above the higher land 
taxes. Borrowing “‘a little bit of Henry George,” as she put it, low ap- 
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praisals (and low taxes) on land inflate the selling price and encourage 
doughnut ring development around cities; fair (and higher) appraisals 
encourage lower selling prices and the development of property. 

About a month after taking office, the new assessor gave the opposition 
their issue when, in an aside to Sacramento Bee reporter Aaron Epstein, 
she mentioned that she would be assessing property at 100 per cent of 
market value. This announcement caused as much commotion in Sacra- 
mento as a similar cataclysmic event did in 1906 in San Francisco. In 
California, as in most other states, property taxes are paid on a fractional 
assessment basis.1 A California homeowner usually pays taxes on about 
25 per cent of the appraised market value of his property. Although the 
California Constitution has carried since the early 1930's a requirement 
of a 100 per cent assessment, various factors have operated to produce 
fractional assessments. During the depression low appraisals were used 
because of people's inability to pay and because few properties had any 
real market value. As the economy recovered, in order not to seriously 
raise taxes, counties assessed property for tax purposes at a fraction of the 
appraised value, usually around 25 to 35 per cent. California assessors 
also used fractional assessments to restrict the state’s share of local prop- 
erty taxes. Formerly the state took a fixed per cent of each county's 
assessed valuation. By under-assessing property and letting local agencies 
manipulate the tax rates, counties could minimize their contributions to 
the state. Finally assessors tend to undet-appraise property to be on the 
safe side in case of complaints. 

To Dr. Hickman, however, the issue was quite simple and straightfor- 
ward. She had taken an oath (on her own Bible) to uphold the law of 
the land and the law required assessment of property at 100 per cent of 
market value. Opponents immediately argued that the effects would be 
disastrous. School districts formerly defined as “poor” and able to get 
federal funds to support their programs would now find themselves de- 
fined as “wealthy”? due to the increase in assessments in their district. 
Some 30,000 veterans’ exemptions would be jeopardized because the as- 
sessed value of their property would be raised above the maximum allow- 
able ($10,000 for a married couple, $5,000 for a single person). And, 
of course, the homeowners’ taxes would be quadrupled. Dr. Hickman 
didn’t really see what all the fuss was about. It was her duty to obey the 
Jaw and she didn’t think it would be much of a problem for the other 
agencies to adjust their taxing and exempting policies. If she could multi- 
ply by four, they should be able just as easily to divide by four. In fact, 


1 Maryland, Kentucky, Florida, New Jersey, and Oregon are exceptions to this practice. 
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Dr. Hickman—with the aid of a local senator—had a bill ready to intro- 
duce into the state legislature which would deal with this situation. 

The 100 per cent issue was complicated by Assembly Bill 80, recently 
passed by the California Legislature. AB 80 required that all property 
be assessed for tax purposes at 20 to 25 per cent of full cash value until 
1971 and after that date assessment should be at a uniform 25 per cent 
of full cash value. The California Supreme Court settled the issue of 
which law to obey in June 1967. They ruled against Dr. Hickman and 
the Constitution and for AB 80. A sigh of relief was heard from Sacra- 
mento County. Dr. Hickman reacted in a not atypical manner. She re- 
ported that since she was blocked from going to 100 per cent she would 
aim at the state-wide average which is somewhat between 20 and 25 per 
cent. She further reported that this might mean 22 per cent one year, 
20.8 per cent the next year, 23 per cent the next and so on. She decides 
which rate to use by “trying them on like a pair of shoes.” For her second 
year in office, ‘23.6 felt right—it fit, and it has such a wacky factor.” She 
admits that partly she was being obstreperous but mainly she was pointing 
out how much easier, simpler and more straightforward it would be to 
go to 100 per cent. In fact most local experts agree that the reaction to 
the 100 per cent issue was out of proportion to its significance in the saga 
of Irene Hickman. They agree that 100 per cent would be fine if only 
the whole state went to it (which was what Dr. Hickman intended) and 
not just one county. What did rankle and irritate the local powers was 
her “vindictiveness,” her manipulation of the ratio in all directions after 
her attempt at 100 per cent was blocked. 

The yearly fluctuation in the assessment ratio (23.8 per cent her first 
year, 23.6 per cent the second) led to charges of irresponsibility by county 
officials and businessmen. Although satished to leave the impression of 
capriciousness, she could defend her decision to those bold enough to ask. 
In order not to be at a disadvantage relative to other counties in the state, 
Sacramento County’s ratio of assessed value to “actual market value” should 
be as close as possible to the state-wide average. Otherwise, Sacramento 
would be paying more than its share of taxes in service districts which 
overlap county lines and would be receiving less than its share of state 
support where that support is based on assessed valuation. 

Perhaps the major criticism of Dr. Hickman by city and county officials 
and local businessmen is not that she is directly damaging the community 
but that she is allegedly creating a climate of uncertainty and instability 
which they claim is chasing businesses and their inventories out of the 


414 The American Journal of Economics and Sociology 


county. As one of her opponents said, “You don’t like to go to dinner 
where the husband and wife are always arguing.” One county official 
points to charts on his office wall which he says suggest that Sacramento 
County—usually above average on several economic indices and a leader 
in establishing new economic trends in the state—may be falling below 
the state-wide averages for the first time. In response Dr. Hickman pro- 
duces charts showing building permits up for the first time in five years 
and the dollar value of building permits up even more sharply. This, she 
says, just goes to show what proper assessing policies can produce. If so, 
says the same county executive, why don’t the 1968 assessment rolls reflect 
the 5 to 6 per cent growth rate estimated by the County Board of Super- 
visors? Because, replies the woman with the answers, the rate was only 
2.4 per cent. The State Board of Equalization, which keeps assessors 
honest by independently appraising a sample of properties in each county, 
was more in agreement with Dr. Hickman. They measured the growth 
at 2.8 per cent. 

Equalization, 100 per cent assessment, irresponsible assessment practices, 
and a business climate of uncertainty and instability—these appeared to be 
the major economic issues raised against the new assessor. Of greater 
importance, however, was the impact of Irene Hickman the person. 


II 
A Unique Character 

THERE IS NO DENYING that even in the fascinating world of California 
politics, Dr. Irene Hickman is a unique character. A licensed osteopathic 
physician, Dr. Hickman practiced psychosomatic medicine and taught at 
the Henry George School of Social Science for 16 years until, in her early 
50s, she took office as County Assessor. As the spotlight of attention 
focused on the Assessor’s office, everything that Dr. Hickman did made 
news. Citizens of Sacramento County shortly learned that their assessor 
believed in reincarnation. She reported that she had led at least two previ- 
ous lives-—one, about 100 years ago, was as the son of a Southern secession- 
ist plantation owner. A previous life had occurred around 1700, “but 
that one I don’t talk about.” “We are here because we flunked in our 
past lives. If we live the perfect life, we won’t-be back again.” Dr. Hick- 
man was also a student and practitioner of extra-sensory perception (ESP). 
She is even able to use it practically. For example, when she wants to buy 
something, she conjures up an image of what it is she’s after and her ESP 
shopper’s guide leads her to it. She has also studied ghosts and used 
hypnotism in her practice of psychosomatic medicine, 
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These revelations were something new for Sacramento County and 
whetted the appetite for more. Dr. Hickman and the mass media always 
obliged. Dr. Hickman used LSD, once—in 1963 at the International 
Foundation for Advanced Study in Menlo Park, in a controlled and super- 
vised situation. In a state disturbed about drugs, this revelation was 
unsettling. “If the Assessor is using them, no one is safe...” or, “What 
an example for the kids . . .” etc. Dr. Hickman freely discusses “the 
‘Committee’ ” that guides her behavior. Frequently when asked about the 
future she responds that she must ask her ‘Committee.’ She calls it 
“operating by inner guidance.” Others call it her mental mountain top. 
According to Dr. Hickman her ‘Committee’ is “composed of disembodied 
souls and angels and perhaps the spirits of people who pray for me. I 
guess Henry George or somebody like him must be on it because the 
‘Committee’ seeks economic justice above all.” When things go wrong 
for her opposition (as they frequently do), Dr. Hickman has been known 
to ask, “Now do you believe in my ‘Committee?’ ” 

Dr. Hickman is a non-smoker and objects to anyone smoking in her 
presence. There are no ashtrays in her office. This has led to the disrup- 
tion of interviews and conferences including one on local television. Her 
high water mark here was attained when she attended a smoke-filled com- 
mittee meeting wearing a gas mask. She called it her own private air pol- 
lution control district. On another occasion, some people questioned the 
propriety of Dr. Hickman’s printing up her prescription forms at County 
expense. She justified this on the grounds that she was tending to the 
medical needs of her employees which thus saved the County lost work 
time. 

Dr. Hickman has not won all her battles. Del Paso Country Club was 
able to beat back much of their higher assessment by citing a “greenbelt 
amendment” which requires that previously non-profit golf courses be 
appraised for their economic use as golf courses only, not for their most 
lucrative uses. Even here Dr. Hickman may have had the last word when 
she wrote to the Country Club stating, “It seems only fitting that since the 
taxpayers of Sacramento County are paying about two-thirds of your total 
tax that you should invite them to have a picnic on your grounds and a 
dance in your clubhouse. I would like to discuss with you a suitable date.” 

When a local businessman anonymously attacked Dr. Hickman over a 
local radio station, she raced into the studios and announced over the air 
the identity and motives of her assailant. She attended or at least attempted 
to attend several meetings of the committees trying to recall her. At one, 
blocked by a guard, Dr. Hickman observed that, “If I had a hat pin, things 
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might be different.” The Sacramento Bee wrote up the encounter like a 
football scrimmage. On another occasion she attacked the County Animal 
Control Center for treating animals inhumanely—for selling dogs for 
medical experiments. The charges were quickly denied by the County 
Executive and they were never substantiated or followed up by Dr. Hick- 
man. Her opponents describe Mrs. Hickman as vindictive in her treat- 
ment of those who disagree with her, and as irresponsible in her manipula- 
tion of assessment ratios and in her methods of operation in general. 

Probably what bothered peoeple more than Dr. Hickman’s unusual 
activities and beliefs was the fact that she was not in the least repentant 
or secretive about them. She has been a popular and frequent visitor to 
local college campuses to speak on LSD, ESP, reincarnation, and the single 
tax theories of Henry George. She is well received and gains much ap- 
plause where she appears, for there is something of the underdog, the 
woman-fighting-city-hall about her that people admire. Even many who 
don’t agree with her say of her that she is a strict moralist with a well- 
defined view of right and wrong who obeys the law carefully. She is 
scrupulously honest. She acts because it is “right” and if she has a fault 
it is the tendency sometimes not to think of the consequences of her be- 
havior. 

In sum, Dr. Hickman has been called erratic and irresponsible, the 
Carrie Nation of the tax appraisers, a maverick, a shrewd politician, and, 
probably most accurately, a boatrocker in a profession that doesn’t like 
boatrockers. 


MI 
Efforts at Recall 
USE OF THE RECALL seems to be a current fad in California politics. A 
committee representing citizens dissatisfied with Governor Ronald Reagan 
recently fell short of collecting the 780,000 signatures required to force 
a recall election. Two separate committees worked for the recall of Irene 
Hickman. The first, starting in the summer of 1967, was organized by 
one of her disgruntled employees. It was not particularly well financed 
or well organized and failed to collect enough signatures. A second group 
called the "Citizens Committee for Assessor Recall,” organized in October 
1967, was better directed and financed. Its board of directors contained 
important Sacramento names—some with political backgrounds, some 
wealthy land owners, some just “interested citizens.” One gets the impres- 
sion that it was more than a fortuitous accident that brought these names 
together. Very likely, a county official over lunch with a bank president 


Hickman and Tax Reform in Sacramento County, Calif. 417 


or a newspaper editor decided that ‘‘Something’s got to be done about 
Irene Hickman—let’s get a committee together .. .” And possibly with 
the help of a doctor, a store owner, and a lawyer, they got together a list 
of people to approach—solid citizens whose names would look good on 
the recall committee. Whether this impression of behind the scenes con- 
trol is accurate or not, the second committee was effective. They set up 
petition stations in shopping centers, circulated them door to door, and 
paid petition carriers, and by early spring had obtained over 35,000 sig- 
natures—enough to force a recall election. The business meetings of this 
recall committee were occasionally enlivened by Dr. Hickman’s attempts 
to attend. After one of her unsuccessful efforts to gain entrance, Irene 
remarked, “Ha, look at them. The Cadillac crowd! They're considered 
the cream of Sacramento leadership. Sour cream! None of them are here 
for anything but his own self interest.” When several candidates were 
proposed, Dr. Hickman put up Mickey Mouse, distributing campaign cards 
sponsored by the “Committee for Mickey Mouse Politics.” Later she 
announced that her husband Jack would run for assessor if she was re- 
called—but nothing came of it. 

With the recall election assured, three candidates filed petitions for the 
ballot. One candidate, Wallace Engel, had been a chief appraiser in the 
assessor’s office until Dr. Hickman arrived. Dr. Hickman demoted Engel 
and took over his job herself. When he announced his candidacy against 
her, a stormy session occurred between the two of them and he was 
“granted” a leave of absence until after the recall election. A second 
candidate and former city councilman, John Shelby, was manager of a 
large land investment and development firm, and represented the type of 
interests that had been Dr. Hickman’s primary target. The third candi- 
date, Vincent Asta, was a private appraiser. Dr. Hickman’s next move 
was to attempt to run herself as a write-in candidate. A recall ballot has 
two parts. The first part asks the voter to mark “yes”? or “no” if the office 
holder should be recalled. The second part asks the voter to vote for the 
candidate of his choice to take office if the office holder is recalled. The 
voter may vote on the second part regardless of whether he voted “yes” or 
“no” on the first part but he must vote on the first part. Dr. Hickman 
reasoned that something like this might happen: 30,000 might vote to 
keep her, 30,001 might vote to recall. Result—she’s recalled. Thus, she 
might get 30,000 votes and lose, and yet one of her opponents might get 
20,000 votes (two-thirds of those against her) and win. It didn’t seem 
right somehow, so she decided she should run as a write-in. She might 
not be liked by most but still be better liked than any other candidate. 
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The idea of Dr. Hickman running as a write-in didn’t seem legal to the 
Assistant County Counsel and he disallowed it—-her $440 filing fee was 
returned. 

About this time it was announced that because of many duplicate signa- 
tures, candidate Asta did not have enough valid signatures, and his name 
would not appear on the ballot. “Aha!” thought Dr. Hickman, and she 
immediately began to check the 35,000 signatures on the recall petitions 
filed several months earlier. Residents of Sacramento were then witnesses 
to an intriguing battle. In one corner of the county clerk’s office sat Irene 
Hickman subtracting invalid signatures from the recall petitions. In an- 
other corner, also putting in 8 to 10 hour-days, sat a member of the recall 
committee trying to find additional valid signatures. As the election neared 
Dr. Hickman reported that after going through about half the petitions 
she had found in excess of 2,000 invalid signatures—duplicates and 
forgeries (she called in a handwriting expert). She asked for the election 
to be delayed. She was turned down successively by the County Board of 
Supervisors, the Superior Court, and the District Court of Appeals. The 
courts felt that since much money had already been spent preparing for 
the election, it should be held as scheduled, and claims of fraud could 
be filed after the election took place. 

The campaign in the two or three weeks leading up to the election was 
low key and not at all in keeping with the flamboyance of Dr. Hickman’s 
previous tenure in office. She spoke before many groups and bought some 
space for newspaper ads. She also used billboards throughout the county 
showing four sinister shadowy figures with the question, ‘““Who’s Behind 
Trene’s Recall?,”’ and underneath the answer, “The Big Land Lords.” As 
in all contemporary political campaigns a television debate was necessary. 
This one was more exciting than most. At one point, candidate Shelby 
told the audience, “She’s a clever woman—like a juggler with six balls 
in the air who can pick up 12 more.” Then, to Dr. Hickman, “Frankly, 
you're a very difficult lady to run against.” “I agree with you,” replied 
Dr. Hickman, “but I can’t return the compliment.” This was followed 
by Shelby and Hickman calling each other liars while candidate Engel 
read several innocuous statements. Shelby scored a few points, but “the 
Doctor’—as he referred to her—probably bested her opponents in the 
face-to-face situation. 

In typical fashion, the week before the election, Dr. Hickman left 
Sacramento and went to a week-long series of seminars in Monterey. It 
seems that much earlier she had made a commitment to the Assoctation for 
Research and Enlightment which she felt she must honor. The seminars 


Hickman and Tax Reform in Sacramento County, Calif. 419 


dealt with studies of the life and work of Edgar Cayce, a 20th century 
American psychic and authority on ESP, long admired by Dr. Hickman. 

Election day came and, as practically no one but Dr. Hickman’s ‘Com- 
mittee’ had predicted, she gained a decisive victory. Nearly 60 per cent 
of the voters opposed the recall. In fact, she attained a greater percentage 
of the vote than she had when first elected. Why, only her ‘Committee’ 
knows for sure. The Sacramento Bee, in analyzing the results, found Dr. 
Hickman losing only 45 of 323 precincts, the former all in the affluent 
areas of the city. She ran strongest in the lower and lower middle class 
areas with ratios as high as 4 to 1. The personality issue—the reincar- 
nated, LSD-using, ‘Committee’-directed Carry Nation—-appeared to be 
less important to the voters than the “woman fighting city hall” image 
and the class issue of “big money and little peoeple.” Dr. Hickman was 
gratified by the victory of the “little people” over the “big money inter- 
ests,” and she reported that business would go on as usual in the assessor’s 
office. She did mention that she would accept candidate Engel’s resigna- 
tion if offered and she would not allow one local television station to re- 
cord her victory statement because, “They're biased.” She also announced 
that it would be only right for the recall committee rather than the county 
citizens to pay the cost of the recall election—-some $90,000. 


IV 
The Movement for Tax Reform 
“PROPERTY APPRAISING is where medicine was at the turn of the century,” 
commented assistant County Executive Hal White. Methods of deter- 
mining the value of property lack standardization; assessor staffs are gen- 
erally small, poorly equipped and poorly trained; and the political pressures 
on the $22,000-a-year elective office are considerable. It’s neither a secret 
nor a surprise that manipulation of assessments occurs, often to the benefit 
of large landholders and businesses. 

The sounds and stirrings of a movement for tax reform are being heard 
with increasing frequency. Several states have recently initiated reforms, 
including Oregon’s 1966 shift to 100 per cent assessment. Economists are 
keeping the presses active. Governor Reagan recently put through a prop- 
erty tax relief bill; each homeowner now gets a $70 refund (if he asks for 
it). Crises are imminent in funding schoo] districts and city governments. 
Dr. Irene Hickman—computer, moral conscience, and ESP in tow—has 
made the scene just as a young social movement seems in need of its first 
charismatic leader. 

In line with the trend, California’s State Board of Equalization, nearly 
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a decade ago, initiated a program to upgrade, professionalize, and stan- 
dardize assessment practices in the state. Buttressed by the passage of AB 
80 in 1966, the program requires a minimum of training yearly for all 
assessor staffs, is pushing the state toward a uniform ratio of 25 per cent 
by 1971, and has already required that the full appraisal value be kept on 
all records. Previously only the fractional value was entered, with no 
specification of the ratio used. 

In 1957 Sacramento County began a program to modernize equipment 
and procedures, introducing a new mapping system, retraining employees, 
and embarking on a complete reappraisal of the county’s 200,000 plus 
properties—some with assessments that were 25 years old. All this in a 
state where postwar land values have grown faster than any state in the 
Union. Whereas different ratios had been used for different types of 
properties, by 1964 all property was formally being assessed at the same 
ratio. In ten years the necessary improvements in appraising raised the 
cost per appraisal from 25 cents to $15. According to members of her 
staff Dr. Hickman has made no major changes in appraisal practices. She 
has increased the number of supervisory positions, improving the oppor- 
tunities for advancement within the office, and has seen to it that her 
appraisers received additional training in appraising land as opposed to 
improvements. In order to keep assessments current in areas of greater 
price mobility, she asked that the assessor's office receive notification of all 
sales. Properties in active areas will thus be appraised more frequently 
than those in more stable neighborhoods. 

The action in Sacramento County would appear to be a portent of the 
coming national battle for tax reform. The real issue is not the establish- 
ment of a uniform ratio (be it 25 per cent or 100 per cent). It may not 
even be the consistent application of assessing at “full cash value” since 
the determination of that figure includes many subjective factors. Two 
identical department stores on opposite corners in the central business dis- 
trict could differ significantly in potential sales price or the ratio of income 
to investment if the quality of management was markedly different in the 
two stores. To give one a lower assessment than the other is to under- 
write poor management. The issue, then, seems to be an equitable dis- 
tribution of taxes among different classes of property (residential, com- 
mercial, industrial, and speculative), independent of individual differences 
in the number and kinds of improvements (swimming pools, patios, extra 
bedrooms), or the quality of management. 

So many changes have occurred in the United States in the past 50 years 
that dependence on a “traditional” tax structure may not only be inequit- 
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able, it may be absurd—if any one understands it well enough to judge. 
The concentration of over two-thirds of our population on 7 per cent of 
the land, the decreased importance of farming in our economy, and the 
increased importance of “people services” (education, welfare, police, and 
recreation) in the city budgets as opposed to housekeeping functions 
(water, sanitation, fire, transportation)—all suggest a radical rearrange- 
ment of needs, priorities and responsibilities in the collection and dis- 
bursement of public funds. Surprising as it may be to most of us, prop- 
erty taxes have actually declined as a source of municipal funds. This is 
partly due to greater federal support of local programs. It may also be 
due to failure of local tax rolls to reflect adequately the growth in land 
and property values. Since federal funds come largely from the taxes on 
corporate and individual income, the declining importance of the property 
tax could be interpreted—in Henry George’s terminology—as a shift from 
taxing land to taxing labor. This decline could also be partially attributed 
to the fixed amount of land as opposed to the increased productivity of an 
expanding and technologically sophisticated society. 

Irene Hickman and Henry George object to taxing a man’s labor. In 
this they are ideologically bedded down with those extreme conservatives 
who favor abolishing the income tax. The value of land, they argue, is 
created by the interaction of men, by foot traffic. A central location in a 
large city is valuable precisely because many people pass by. Since our 
collective presence creates the value, our collective representative—gov- 
ernment—should collect part of the reward. In this they fall more on 
the ideological left. It seems somehow appropriate that a woman and a 
philosophy embracing the extremes in our national political life should 
sprout and flower in the fertile soil of California’s political hothouse. 
How whimsical it would be if Dr. Hickman and her “19th century hippie” 
mentor provide us with a partial solution to the equitable distribution of 
social costs—by taxing land based on ‘where it’s at’ rather than ‘what's 
on it.’ 

At any rate, even her critics agree that Dr. Hickman is an honest woman, 
doing to the best of her ability (which is considerable) what she sincerely 
believes in. And that, after all, merely reflects her philosophy of living: 
“If a man has wisdom and does not share it with his fellows; or if he has 
great wealth and keeps it all unto himself, he is very likely to be reborn 
a woman,” 
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Voluntary Groups Satisfy Social Needs 


IN AMERICAN LIFE, the voluntary association includes such diverse enter- 
prises as religious organizations, political parties, trade unions, private edu- 
cational institutions, voluntary hospitals, private museums and libraries, 
professional associations, mutual insurance companies, cooperative savings 
and loan associations, foundations, research organizations, fraternal soci- 
eties, social clubs, and so forth. 

Those who have studied voluntary associations in American life have 
maintained that they seem to satisfy two basic social needs. They offer 
the individual an opportunity for self-expression, and they provide a means 
through which he can promote his interests or beliefs, or satisfy his altru- 
istic impulses, by way of collective action. Thus, most voluntary associa- 
tions fall into one of two types, the expressive and the instrumental, or 
in some cases represent a combination of the two. An example of the 
former might be an amateur choral group; of the latter, a national health 
agency; and of a mixture of the two, a national sports society. 

Voluntary associations have been credited with reinforcing our demo- 
cratic political system in three ways. ‘They distribute power widely in 
the society and permit the individual a share in it. They enable the ordi- 
nary citizen to understand better the processes of democracy by providing 
him a means to participate in it in ways directly meaningful to himself. 

On close inspection the quasi nongovernmental organization, although 
in some cases having volunteer workers associated with it, proves not to 
be a true partt of the voluntary tradition. In carrying out its mission it 
may quite possibly serve the needs of the individual citizen. Certainly, 
in the case of the community action agencies, it often-.does. But in the 
final test it must serve public purposes, and if these do not coincide with 
the individual’s purposes, government’s interest must prevail. Moreover, 
the quasi nongovernmental organization: does not have as a primary concern 
the safeguarding of the essential nongovernmental aspects of a democratic 
society. Its concerns are, rather, with the collective interests of the polity 
and with the discharge of government's responsibilities. 

Thus, the quasi nongovernmental organization is at bottom as foreign 
to the tradition of voluntary association as is the formal structure of gov- 
ernment itself. It has been created by forced draft and has not sunk its 
roots into the social structure as has the true voluntary association. No 
matter how much it is made to resemble the voluntary association, it can 
never be quite the same thing. It will always have a kind of “as if” or 
- “as it were” quality to it, which leads us to attach to it the qualifying (but 
by no means disparaging) term quasi. [From the annual report, Carnegte 
Corporation of New York. ] 


Education and Training for Managerial Jobs* 


By KENNETH MCLENNAN 


UNIVERSAL AGREEMENT on how managers should be trained has never 
been reached. In practice the acquisition of managerial skill and knowl- 
edge may be achieved through a variety of methods, ranging from formal 
education, through various forms of on-the-job training, to experience 
acquired in an actual management position. The occupation of manager 
is not a determinate one involving defined similar tasks in the same sense 
as those of doctors, lawyers, and carpenters. However, even though there 
is no agreed-upon single method of producing and training managers, it is 
possible that some systematic relationship does exist between the content 
and method of managerial training and the various categories of managerial 
jobs. For example, managers at different levels or in different functional 
areas within the organization may have, within their own levels or func- 
tional areas, similar (or divergent) educational and training experience. 
In order to investigate the possibility of the existence of patterns in the 
acquisition of managerial skill, a survey of a sample of manufacturing 
managers, emphasizing their backgrounds and experience, was conducted. 
This is a report on the findings of the study. 


I 
The Sample of Managers 

THE 521 MANAGERS who completed the survey questionnaire were selected 
from a sample of 32 manufacturing firms. These firms were drawn on a 
representative basis from the population of manufacturing firms in an 
industrial area. Initially the manufacturing firms in the area with over 
200 employees were divided into categories of three sizes—small (200— 
499 employees), medium (500-999 employees), and large (1000 or more 
employees). By systematic sampling, and the use of alternate samples 
in the case of nonrespondent firms, it was possible to achieve proportional 
allocation of types of manufacturing firm (z.e. Standard Industrial Code 
Number) within each stratum. The respondents therefore provided a 
good cross-section of managers in firms which made up about a fifth of 
the manufacturing firms with more than 200 employees located in the 
industrial area. 


* The author wishes to thank L. Reed Tripp, George B. Strother, and Max A. Rutzick 
for advice and assistance in conducting this study. He also expresses his appreciation to the 
United States Bureau of Lábor. Statistics for firfancial support of the project. 
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Within each firm managers were defined as those employees above 
the first-line supervisor level and included some presidents and vice- 
presidents at the top of the managerial hierarchy. Employees who were 
in the managerial hierarchy above the first-line supervisor level but who 
did not have any managerial responsibilities (e.g., a technician in a re- 
search department) were excluded from the study. This meant that 
“staff” employees who were not heads of sections or departments were 
omitted. This conformed to the usual definition of the term manager 
which implies a superior-subordinate relationship and an order-giving 
process. 

For several large firms it was not possible to survey all managers. In 
these instances an attempt was made to select the respondents on a random 
basis. The responds rate (number of questionnaires returned as a per- 
centage of the number distributed) for the firms which agreed to par- 
ticipate in the study naturally varied from firm to firm, but the overall 
rate was close to 80 per cent. Thus, conclusions drawn from this survey, 
although not applicable to all managers, should have some implications 
for manufacturing managers in firms with over 200 employees. 


I 
The Role of Formal Education 
IN ORDER TO ANALYZE the managets’ responses to questions of skill 
acquisition, the respondents were grouped according to type of managerial 
job as described by a job code. The job code was prepared on the basis 
of a pretest and was found to have general meaning for persons familiar 
with the field of management. The categories of the job code and the 
number of managers in each category were as follows: 


Vice-President--Production (N = 43) 
Vice-President—-Finance (N = 23) 
Vice-President—Sales (N = 12) 
Manager Service—Production (N = 138) 
Manager Service—Sales (N = 41) 
Manager Service—Personnel (N = 43) 


Department Manager—Production (N =119) 
Department Manager-——Finance (N = 63) 
Department Manager—Sales (N = 39) 

The managerial job code was based on the level of the job in the 
organization, the functional area (production, sales, etc.) of the job, and 
whether the job was a line or staff (service) managerial position. The 
respondents were assigned to one of the categories of the job code by the 
researcher who always discussed the general charactristics of each posi- 
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tion with a representative of the particular company. Each firm’s mana- 
gerial job descriptions and organization chart, along with each respon- 
dent’s statement of his own job responsibilities, were also taken into 
account in assigning respondents to a particular job category. 

Two aspects of the role of formal education in the skill development 

of managers were studied. One was the amount of formal education as 
measured by the respondent’s highest level of diploma or degree achieved, 
and the other with the type of education as indicated by the major field 
of post-high-school study. 
1. Amount of Formal Education. The responses to the question of the 
amount of formal education, shown in Table 1, indicate several interesting 
findings. First, on the whole, the total sample of respondents was a 
highly educated group. Only 4 per cent had not completed high school, 
while one-third were high-school graduates and about six in every ten 
managers had graduated from college. This latter figure is high when 
compared with most other groups in the labor force. In 1964 it was 
estimated that only about one in every ten members of the employed 
United States labor force had completed four years or more of college. 
Among craftsmen and foremen only 1.6 per cent had four years or more 
of college, and the comparable figure for sales workers was 11.6 per cent. 
The highly educated groups in the labor force are the professional-techni- 
cal employees, with close to 60 per cent having four years or more of 
college training, and managers, proprietors, and officials, about 16 per 
cent of whom are college graduates.? 


Previous studies of the background and educational attainment of 
managers have also found them to be a highly educated group. A 1952 
study of some 8000 top executives found that about 56 per cent of the 
sample were college graduates while about 10 per cent had not completed 
high school. A more recent study of the educational background of 
1000 top officers of the 600 largest United States non-financial corporations 
found that in 1964 close to 75 per cent of the respondents had college 
degrees compared to about 62 per cent for top executives in 1950.4 Be- 


1 The titles of the job code are general categories and do not refer to actual job titles. 
For example, the fact that a respondent is in the Vice-President—Production category means 
that his job involves him in top-level policy decisions in the area of production. He may 
or may not be called a vice-president. 

2 United States Department of Labor, Bureau of Labor Statistics, Special Labor Force 
Report No. $3, 1965, p. A-13, 

3 W, Lloyd Warner and James Abegglen, Big Business Leaders in America (New Yor!: 
Harper and Bros., 1955), pp. 34-35. 

4 The Big Business Executive 1964 (New York: Scientific American, 1965), p. 10. 
This study is an updating of Mabel Newcombor, The Big Basiness Executive: the Factors 
That Mado Him; 1900-1930 (New York: Columbia Universiry Press, 1955). 
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cause the definition of the term “manager” or “executive” varies in each 
of the studies cited, any comparison of the results does not have a high 
degree of reliability. However, the evidence from these studies does 
show that compared to most other sectors of the labor force formal educa- 
tion plays an extremely important role in training for business manage- 
ment. The evidence also suggests that it is even more important to present- 
day managers than it was to the previous generation of businessmen. 

It is not surprising to learn that formal education looms large in the 
background of managers. Much more revealing is an examination of the 
variations in importance of formal education among the managerial job- 
types. The figures in Table 1 indicate that a significantly higher propor- 


Table 1 
PERCENTAGE DISTRIBUTION OF EDUCATION COMPLETED BY MANAGERS 


LEVEL OF EDUCATION COMPLETED 


High 
School 
Less Than Tech or Graduate 
High Non-Coll. Collegeor (Masters, 
Managerial School Business University Law, No 
Job-Type Grad, School (B.A.) Ph.D.) Response Total 
V.P. Prod. 9 19 56 16 — 100 
V.P. Finance — 22 74 4 — 100 
V.P. Sales — 17 83 — — 100 
Mgr. Serv. Prod. 2 41 42 11 4 100 
Mgr. Serv. Sales — 29 61 7 3 100 
Mer. Serv. Pers. 2 21 -47 25 $ 100 
Dept. Mgr. Prod. - 10 45 233° 3 3 9. 100 
Dept. Mgr. Fin, = 29 52 16- 3 100 
Dept. Mgr. Sales — 33-9 5 3 100 
All Managers ry rey ae 48» 10 4 100 


tion of top-level managers (z.e., those job-types at the vice-presidential 
level) had a college degree or more than was the case for managers in 
job-types at lower levels of the organization.* The most striking feature 


5 Amount of education is likely to vary with age of respondents, and the age distribu- 
tion of respondents within each particular job-type might account for the amount of edu- 
cation of respondents in each category. Fortunately, there was no significant variation 
among the job-types in regard to the age distribution of respondents. Consequently, a 
comparison of amount of education among the job-types was feasible. 

ë In Tables 1, 2, and 3 the relationship between the responses and the job-types was 
tested and found to be significant at the .01 level. However, the proportion of theoretical 
frequencies of less than $ restricts the reliability of the test of significance. . 


seit 
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as a single group. The fact that law was a major field of specialization 
of the data on formal education is the generally lower educational attain- 
ment among managers who are in job-types in the production area. At the 
departmental level only a third of the production managers had a college 
degree, while over two-thirds of the finance and sales managers had at 
least one college degree. Among the service (z.e. staff) job-types pro- 
duction managers also had less formal education than service managers 
in other functional areas, but the difference in educational attainment 
was not great. It was only at the top of the organization that production 
managers had a level of formal education comparable to their counter- 
parts in other areas of management. 

2. Major Field of Post-High-School Study. The respondents were asked 
to indicate their major field of post-high-school study and the responses 
were grouped in the major categories shown in Table 2. For all the 
managers there were two fields which were the most important by far: 
engineering (with over one-third of the managers majoring in it) and 
economics and business (accounting for one-third of the managers’ major 
field of study). The economics and business field included accounting and 
insurance majors. Mathematics was classified with engineering. 

The other major fields of study—science, liberal arts, and law—were 
relatively unimportant, at least when all the respondents were considered 
as a single group. The fact that law was a major field of specialization 
among only 3 per cent of the total sample was rather unexpected. This 
suggests that although legal training may be common among managers 
in some types of business, it did not appear to be a popular training field 
among manufacturing managers. 

‘The results showed marked variations in the field of educational train- 
ing among managers in different types of manufacturing jobs. At the 
vice-presidential level, though the number in the sample was small, it 
appears that engineering and, to a much lesser- extent, science were rela- 
tively important to production managers. Among production managers 
at the departmental level engineering was the most common background, 
though about a quarter of them indicated no post-high-school field of 
study. 

It was somewhat surprising to find that two-thirds of the sales managers 
at the top level of the organization had majored in engineering since 
among those at the department level only a third had majored in engineer- 
ing. Jlowcver, it should be noted that 2 relatively high proportion (23 
per cent) of the departmental sales managers had concentrated on science, 
which, like engineering, reflects a technical training. Finance managers at 


428 The American Journal of Economics and Sociology 


both the top and departmental levels were predominantly trained in eco- 
nomics and business. 

Among the service job-types, both for sales and production managers, 
engineering was an important field of study, with economics and business 
second in importance. Among personnel managers economics and busi- 
ness was of first importance, followed by liberal arts. Engineering was 
almost of no significance to personnel managers’ post-high-school educa- 
tion. 

It is difficult to compare the results of the analysis of field of study with 
other research in this area mainly because great variation exists in the size 
and nature of the sample of managers being studied. The emphasis on 
engineering which was evident in this analysis was also a significant find- 
ing in the Scientific American study of top business executives where a 
little less than one-half of the respondents were found to have “technical” 
degrees.” This was similar to the results for the total sample of managers 
in the present study. In another study by Bass,® the proportion of manu- 
facturing managers with engineering and science degrees was closer to 
two-thirds. This particular study included professional-technical em- 
ployees along with managers in the sample and probably accounts for the 
higher proportion of engineering and science majors. In Bass’s study of 
manufacturing managers’ educational backgrounds, it was found that 
slightly over 4 per cent of the respondents had majored in law.® This 
result was similar to the present study where 3 per cent of respondents 
were lawyers. In contrast, the Scientific American study indicated about 
15 per cent of the respondents had legal training.1° This result can prob- 
ably be explained in terms of the sample of firms in the Scientific Ameri- 
can study, which included financial and utility firms as well as manufac- 
turing firms. 

Overall, the results of Table 2 are probably most important in that they 
point out differences in type of formal educational training among various 
groups of managerial jobs. This suggests that for purposes of manage- 
ment development it may be inappropriate to consider managers as a single 
occupational group. 


Hil 
The Most Significant Managerial Training Experience 
FOR MANAGERS, Or any other occupational group, all previous training or 


T Scientific American, op. cit., p. 38. 

8 Henry L. Bass, The Education of Management in American Manufacturing, unpub- 
lished research report, Graduate School of Public Administration, Harvard Univeraity, 
1965, 

© Bass, op. cit., Appendix, Table 13.1. 

+0 Sclentific American, op. ctt., p. 38. 


Managerial 
Job-Type 

V.P. Prod. 

V.P. Finance 
V.P. Sales 

Mer. Serv. Prod. 
Mer. Serv. Sales 
Mer. Serv. Pers. 


Dept. Mgr. Prod. 


Dept. Mgr. Fin. 
Dept. Mgr. Sales 


All Managers 


Table 2 S 
PERCENTAGE DISTRIBUTION OF MANAGERS’ MAJOR FIELD OF STUDY N 
a 
Š 
MAJOR FIELD OF POST HIGH SCHOOL STUDY a 
No Post Ni 
H. S. Liberal Economics & Other & < 
Study Arts Business Law Engineering Science No Ans. Total Ñ 
9 = 23 2 54 12 a 100 Ñ. 
b == 87 4 9 = = 1009 08 
sc 25 17 g 67 = g 100 S 

7 1 20 1 57 12 -2 100 
5 12 34 a 42 $ 2 100 = 
28 28 58 5 5 = bus 100 «SO lCiS 
25 7 15 1 38 7 7 100 “8 
1 2 79 10 3 2 3 100 N 
5 10 31 aie 36 13 5 100 
10 6 34 3 37 7 3 100 © 
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experience in some way will contribute toward the development of the 
skills necessary for job performance. However, much of this experience 
will be of marginal importance in skill development. It is necessary to 
discriminate between experience which is important to the development 
of skill and knowledge required in the manager's present job and between 
experience which has no such direct relationship. For this purpose man- 
agers were asked to describe previous training or job experience which 
they thought was vital to the performance of their present jobs. The re- 
spondent was also asked to rank each experience and explain why it was 
important to his job. Almost all managers described at least one experi- 
ence and over three-quarters of them also described a second experience, 
while a majority ranked and described as many as four. These open-end 
responses were coded into categroies of training and experience, and the 
results of the analysis for the experience ranked highest by the respondents 
are shown in Table 3. 

The type of training and experience categories are presented in three 
main groups. The first one represents skills gained from some kind of 
formal education. This group is divided into two major types of educa- 
tion, namely “General Education, Business, Finance, Accounting, Law” 
and “Engineering and Science.” The second experience-type group deals 
with some kind of technical training gained from a specific type of job. 
The types of job included in this group are: “Apprenticeship in a Trade,” 
“Engineering, Production, Design” jobs, jobs in “Finance, Accounting, 
Law,” “Marketing and Sales” jobs and “Personnel” jobs. The third type 
of experience is that gained from a specific supervisory job. In coding 
responses in this category if the respondent simply listed a supervisory 
job, then the response was included in this category. In most cases, how- 
ever, the repondent would indicate that the important feature of this 
experience was the supervisory nature of the experience. Although the 
response would not allow one to assume that the supervisory experience 
was synonymous with experience in human relations, there is no doubt 
that this experience did include a fairly large element of the latter. It was 
possible on such a basis to estimate the relative importance of technical 
skill to human relations skill required for various managerial jobs. 

A review of the results in Table 3 suggests some interesting findings. 
As the most important experience, vital to managers in the performance 
of their jobs, some type of technical training was mentioned most fre- 
quently. Over half of all managers indicated technical training as most 
important. And, as would be expected, among manufacturing managers 


Managerial 
Job-Type 


V.P. Prod. 
V.P. Sales 
V.P. Finance 
Mgr. Serv. 
Prod. 
Mgr. Serv. 
Sales 
Mer. Serv. 
Pers. 
Dept. Mgr. 
Prod. 
Dept. Mgr. 
Sales 
Dept. Mgr. 
Fin. 


AJI Managers 


EDUCATION 
Gen. Ed. Engineer, 
Bus. Fin. Science 
Acctg. Law % 
7 28 
0 20 
24 4 
8 23 
8 20 
27 G 
6 14 
0 6 
55 0 
14 15 


Table 3 


PERCENTAGE DISTRIBUTION OF TYPE OF EXPERIENCE OF 


VITAL IMPORTANCE FOR JOB PERFORMANCE 


Sub- 
Total 


Fo 


35 
20 
28 
31 
28 


27 


20 


55 


29 


TECHNICAL TRAINING OR EXPERIENCE 


FROM JOB IN: SUPERVISORY 
Fin. 
Appren- Eng. Prod. Acctg. Mktg. Sub- Supervisory 

tice Design. Law Sales Personnel Total Job Total 

in Trade Po Yo fo Yo Yo Jo Jo 
7 16 9 3 0 35 30 100 
0 10 0 20 0 30 50 100 
0 0 53 5 0 58 14 100 
$ 43 3 1 1 53 16 100 
0 18 0 37 0 53 17 100 
0 11 3 0 42 56 17 166 
15 40 3 1 i $9 21 100 
4 25 0 49 Q 78 16 100 
0 0 32 0 2 34 11 100 
5 27 8 g 5 53 18 100 
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within “technical training from a job” the most frequently mentioned job 
was in the area of “engineering, production, or design.” The second most 
frequently mentioned type of vital training was formal education with 
some 30 per cent indicating this category of training. Within this cate- 
gory the responses were fairly evenly divided between formal education in 
“engineering and science’ and education of a more general or business 
nature (“general education, business, finance, accounting, law’). It was 
somewhat unexpected to find that only 18 per cent of the managers who 
responded thought that experience from a supervisory job was the most 
vital training for their current job. This finding would not be particu- 
larly surprising if it applied only to the training and experience ranked 
as most important. Presumably some technical knowledge in a functional 
area is a basic requirement for all managerial jobs. Nevertheless, although 
the results only apply to the most important experience, the finding that 
a relatively low proportion of managers mentioned previous supervisory 
experience was supported when the second most important training or 
experience data were analyzed. A slight decline in the relative importance 
of formal education was noted and a slight increase in importance of super- 
visory experience. But technical experience remained by far the most 
important. Similar results were obtained when the third most important 
experience data were considered. 

When the responses were classified by managerial job-type some signifi- 
cant variations were found from the overall pattern for all managers. 
First of all, when managers indicated technical training as being vital to 
preparing them for their jobs, they usually specified a type of techniccal 
training in the functional area of their present job. 

Differences also appeared among managers at different levels in the 
organization in the same field of business. For example, among finance 
managers, those at the vice-presidential level stressed technical experience 
in a previous job in finance while departmental managers emphasized 
formal education in the business and finance fields. Among production 
managers the top-level respondents mentioned formal education and 
supervisory experience more frequently than did managers in production 
at the departmental level. The latter stressed technical experience from 
a previous job in either production, engineering, or design. A similar 
relationship was found for sales managers, department managers stressing 
technical experience in sales and to a lesser degree engineering, while top- 
level managers put particular emphasis on previous supervisory experience 
and, to some extent, formal education. The results for service managers 
suggest a slightly greater significance for formal education than was found 
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among other job-types, with the notable exception of departmental finance 
managers who strongly favored educational experience as a means of 
preparation for their jobs. 


IV 
The Importance of Training Methods 
IN INDUSTRY generally most organizations have a variety of education and 
training programs for their employees. The question arises as to which 
method of training is most appropriate for skill development for mana- 
gerial jobs. The managers in the sample were asked to rank as to their 
effectiveness six possible methods of preparation for a career in manage- 
ment. The results are shown in Table 4. 


Table 4 


RELATIVE EFFECTIVENESS OF SKILL AND KNOWLEDGE 
DEVELOPMENT METHODS TO ALL MANAGERS 


Skill & Knowledge 

Development % of Times Weighted Rank Order 

Method Ranked First Ranking By Weighting 
Informal on-the-job 

training 56.7 2442 1 
Classes at college 

at night 15.8 1992 2 


Company conducted 

or in-service 

programs 12.8 1977 3 
Classes at college 

during working 


hours 6.5 1218 4 
Correspondence 

courses 1.5 1056 5 
Return to school 

on leave 6.7 914 6 


The weighted ranking was achieved by giving a weight of 6 to the 
method ranked 1. If a method was ranked 2, it was given a weight of 5, 
and so on for the 6 rankings by each manager. The weighted values for 
all managers were combined to give the total group weight for each 
method. The rankings for the various job-types is not shown since there 
was almost no difference from the overall ranking for all managers. 

Clearly informal on-the-job training was considered most effective with 
night classes at college and company-conducted in-service programs also 
relatively effective. The remaining categories were not ranked high by 
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any group of respondents. The relative importance of informal on-the-job 
training had been predicted and the respondents were also asked to indi- 
cate on a three-point scale the importance of several types of informal 
on-the-job training. The results in Table 5 show that assistance from 
experienced associates was the most important on-the-job training method 
in the career development of managers. This was followed closely by 
assistance from supervisors. Job rotation was ranged as the least impor- 
tant. 

The rank order of the informal on-the-job training methods was found 
to be fairly consistent among the managerial job-types. Apart from per- 


Table 5 


MOST IMPORTANT ON-THE-JOB TRAINING METHOD 
BY WEIGHTED RANKING FOR ALL MANAGERS 


Method of No. of Times Weighted Rank 
Training Ranked First Ranking Order 
Assistance from 

experienced 

associate 255 1251 1 
Assistance from 

supervisor 239 1191 2 


Job rotation 


sonnel managers and the finance managers who ranked assistance from 
supervisor as most important, the role of the experienced associate was 
clearly more important to the development of the job-related skill and 
knowledge than was the role of the manager’s supervisor. 


V 
Conclusions 

THE RESULTS of our study indicated some general similarities in the edu- 
cational background of managers. The major similarity shows that most 
manufacturing managers had graduated from college and had majored in 
either engineering or economics and business. There is support for the 
view that a college education has become a fairly essential prerequisite to 
the acquisition of managerial skill and knowledge. What this type of 
training actually contributes to job performance is not known of course, 
but a college degree seems to be associated with the attainment of manage- 
ment rank, especially at the top management level. 

From the study it can also be concluded that educational background is 
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related to management job-type with most finance managers majoring in 
economics and business and production managers concentrating on engi- 
neering. If someone without a college degree enters the management 
hierarchy he is most likely to go into a production-type job at the depart- 
mental level. His chances of getting into middle management service jobs 
are likely to be less than the man with college training. In manufacturing 
it appears that for sales managers a college degree in engineering, rather 
than any other major, is the most appropriate prerequisite. 

On the subject of the content of formal educational programs a report 
published by the Committe for Economic Development"? recommended 
that in the education of the future generation of managers, undergraduate 
education in business schools should emphasize liberal studies. The results 
of the present study suggest that for manufacturing managers at least 
equal attention should also be paid to some professional knowledge in the 
fields of engineering and economics. 

Management development and training programs should ideally be 
designed to meet specific needs of individual managers. In practice this 
is frequently impossible. For the most part the usual management develop- 
ment program, especially when conducted outside the company, is attended 
by managers from departments producing widely different services and 
products and consequently drawn from a wide variety of managerial job- 
types. The emphasis of the program in such cases is a general type of 
training in supervisory problems. To be sure, managers are also exposed 
to training in more specific techniques, but since the era of human rela- 
tions beginning in the 1940's, most management development programs 
have placed heavy emphasis on supervisory training. Since the managers’ 
responses here to the question of the most vital training required for their 
jobs emphasized technical experience much more than supervisory experi- 
ence, it might be worth considering de-emphasizing human-relations-type 
programs. It seems that most manufacturing managers would prefer spe- 
cialized training associated with their particular type of job. 

The findings imply that for manufacturing managers “on-the-job train- 
ing” will be the most desired technique for developing managerial man- 
power. The fact that “assistance from experienced associate” was ranked 
as the most effective method of “on-the-job training” suggests that per- 
haps some form of “team responsibility” for a problem area might be 
advisable. By this is meant that the trainee works with one or two col- 
icagues as a peer rather than as a subordinate. This procedure would be 
in contrast to the “assistant-to” type of development position where the 


11 Committee for Economic Development, Educating Tomorrow’s Managers, Committee 
for Economic Development, 1964. 
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trainee works under his superior. “Job rotation” was not considered the 
most helpful type of training technique, although this does not imply that 
it will become less important in the future of executive development. The 
results also implied that after “on-the-job training,” “company conducted 
or in-service programs” and “classes at college at night” are likely to be 
the most desired types of post-high-school training programs among manu- 
facturing managers. However, as a college education becomes even more 
widespread among managers it is possible that “return to school on leave” 
may be considered more useful than at the present time. 

The results of this survey of managers’ opinions about the education 
and training associated with managerial jobs in manufacturing confirm 
the view that there is no one way to develop managerial manpower. At 
the same time management development is not a random process—patterns 
of development are associated with particular types of managerial jobs. 


Temple University 
Philadelphia, Pa. 


A U. S. Government Honor for John Dewey 


WE ARE PLEASED to note that John Dewey, whose studies in constructive 
synthesis in the social sciences was one of the sources that inspired the 
founding of the American Journal of Economics & Sociology, and who 
sponsored this Journal when it was established in 1941, has received a 
signal honor from the United States Government. His head appears, in an 
engraving from the three-quarter face photograph familiar to Dewey’s 
friends, on the 30-cent postage stamp. It bears the simple legend: “John 
Dewey/United/States/ 30 cents.” Dewey would have appreciated the 
simple functionalism of this reddish purple stamp; the beauty of it is a joy 
to behold. It is entirely fitting that our country should honor the man 
who was one of its greatest philosophers. We commemorate politicians, 
administrators, generals, inventors; it 1s good that now we are commemo- 
rating scholars, religious leaders, scientists and other men and women who 
have left us heavily in their debt by contributions that make life better for 
us all. We congratulate the Post Office Department for this activity. 
WILL LISSNER 
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In Memoriam: Gerhard Colm, 1897—1968 


ONE OF THE MOST ORIGINAL research workers in economics and public finance, Dr. 
Gerhard Colm, who died in Bethesda, Md., on Dec. 26, 1968 at the age of 71, left behind 
him several generations of students dedicated, as he was, to the rational control of the 
regional, the national and the world economy. 

Gerhard Colm was born in Hanover, Germany, June 30, 1897. He took his doctorate 
at Freiburg University in 1921 after serving as an officer in the German Army in World 
War I, winning a decoration. He served as a government economic statistician in the 
Weimar Republic from 1921 to 1927, and then as director of the research division of the 
Institute of World Economics at Kiel University from 1927 to 1933. 

Dr. Colm was an ardent democrat who believed with all his heart in the principles 
of democracy. This naturally brought him into collision with the Freikorps and other 
German terrorist groups, and later with Hitler’s Nazis. He fought them wholeheartedly, 
as he also fought the German Army, exposing its manipulation of budget accounts to 
achieve illegal rearmament. 

On this account he had to leave Germany in 1933 when Adolf Hitler came to power. 
Dr. Alvin Johnson, then president of the New School for Social Research, invited him to 
join the “University in Exile,” the Graduate Faculty of Political and Social Science 
Johnson was establishing at the New School to provide a haven where scholars driven into 
exile by the rise to power of Nazi and Fascist terrorists could continue their work. 

Dr. Colm became professor of statistical economics and public finance in the Graduate 
Faculty, introducing here an appreciation of the work of John Maynard Keynes and his 
own theories about economic planning within a democratic market system. He was 
elected dean of the faculty in 1938. 

In 1939 Harry L. Hopkins, Secretary of Commerce, persuaded Dr. Colm to join the 
New Deal administration of President Franklin D. Roosevelt as fiscal and financial expert 
and head of an industrial economics division that Hopkins was setting up. In the post 
Dr. Colm developed national income estimates for economic planning and was one of a 
group of economic statisticians who made possible the use of gross national product 
accounts (developed by the team at the National Bureau of Economic Research under 
Wesley Clair Mitchell and Arthur F. Burns) in framing economic policy for the control 
of the business cycle. 

A year later Dr. Colm transferred to the Bureau of the Budget as principal fiscal 
analyst and assistant chief of the division. He served until 1946 in these posts and also 
as one of the chief economic advisers of the Roosevelt and Truman administrations. From 
1946 to 1952 he was senior economist of the Council of Economic Advisers, In his 
various posts he represented the United States Government on many economic missions, 
ranging from Germany (where he was one of the economists responsible for the restoration 
of the Mark) to Korea. He also pursued a lifelong interest in economic forecasting. 

In 1952 Dr. Colm became chief economist of the National Planning Association, a 
private nonprofit economic research agency. There he established the Center for Economic 
Projections, which served government and business by making long-term national and 
regional projections of economic trends, and in pioneering the quantification of economic 
goals and the development of criteria for the assignment of goal priorities. He continued 
his lecturing at George Washington University, to which he had transferred from the 
New School, until 1962. 
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His Integration of National Planning and Budgeting was published in 1967. This 
work developed out of his feeling “that a basic reorientation in the conventional ap- 
proaches of economics and public finance is needed if they are to make the fullest possible 
contribution to the solution of the problems of our time,” to employ a remark he made 
in 1954, He was also the joint author of Essays in Public Finance and Fiscal Policy, Who 
Pays the Taxes?, The Economy of the American People and Federal Budget Projections. 

I first met Gerhard in 1933 on his arrival here. I had been a student at the New 
School in the late Twenties and through the good offices of Alvin Johnson I was admitted 
by Gerhard to his lectures and seminar on the theory and statistics of the business cycle, 
and to his courses in public finance, although my mathematical preparation was deficient 
and I had to remove a condition in the field, 

For a year or two our relationship was that of awed student and benign teacher, 
Gerhard being eleven years my senior. Then, as was inevitable with him, we became good 
friends, sharing some unusual interests in economics. Both of us, for example, longed for 
an ideal tax system, Gerhard preferring the single tax on incomes, J the so-called “triple 
tax”——land value taxation, the income and the inheritance taxes, Economists generally 
settled for analysis of the functional distribution of income but we aspired for a factorial 
analysis. His Who Pays the Taxes? was an epoch-making step in the direction of such 
an analysis. „As with so many other of his interests in economics and public finance, the 
very diffculty of the task was the challenge that engaged his commitment. 

Gerhard Colm never wrote for the columns of the American Journal of Economics 8 
Sociology; his first loyalty was the journal Alvin Johnson founded, Social Research. But 
even before the first issue of this Journal appeared he began writing testimonials for our 
advertising and he was an unflagging supporter of our effort throughout his lifetime, 
encouraging economists in the universities and the government to contribute to our pages. 
Yet what we shall miss most are the gentle words or notes of encouragement he gave us, 
the constant assurance that our paltry concerns loomed as large in his eyes as the problems 
of the nation and the world with which he daily grappled. Behind Gerhard Colm the 
scholar was Gerhard Colm the man, a kindly, gentle man eager to share the fruits of his 
own formidable intellect with the lease of his students. 

WILL LissNER 
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